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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

ASSETS

Current Year Prior Year
1 2 3 4
Nonadmitted | Net Admitted | Net Admitted
Assets Assets Assets Assets

1. BONOS .. ... 19,994.049 (... ... 19,994,049 |.... 28,902,575
2. SHOCKS:

2.1 Preferred StOCKS ..o L e e

2.2 COMMON StOCKS ... | e e
3. Mortgage loans on real estate: ...

3.1 Firstliens ... e e e

3.2 Otherthan firstliens ... e e e
4, Real estate (Schedule A): ...

41 Properties occupied by the company (less $................ encUMbBranCes) ............coo|ooeeeeenreiiis (@)oo

42 Properties held for the production of income (less $................ encumbrances) ....... [ | [

43 Properties held for sale (less §................ encumbrances) ...........ccooooeoeeeei e e e
5. Cash ($....(11,932,928), Schedule E - Part 1) and short-term investments ($......42,076,930,

Schedule DA - Part2) ... 30,144,002 .................. ... 30,144,002 | ... 175,563,482
6. Other long-term invested assets ......................oooooo e e
7. Receivable for securities ... e e e
8. Aggregate write-ins for invested assets ... L e e
9. Subtotal, cash and invested assets (Lines 1t08) ......................oooo 50,138,051 |.................. .... 50,138,051 ...204,466,057
10. Accident and health premiums due and unpaid ... [ e e 2,426,388
11. Health care receivables ... 5,011,326]...... 4,994,800].......... 16,526 |...... 4,740,605
12. Amounts recoverable from reinsurers ..................cccoo e L e
13. Net adjustment in assets and liabilities due to foreign exchange rates ... [ [
14. Investment income due and accrued ... 447631 (... 447,631 1(........ 885,997
15. Amounts due from parent, subsidiaries and affiliates ..............................oooo e e e 1,010,816
16. Amounts receivable relating to uninsured accident and health plans .............................|...... 2115149 ..................|..... 2,115,149 ...... 2,239,147
17. Furniture and equipment ... e e
18. Amounts due fromagents ... e e
19. Federal and foreign income tax recoverable and interest thereon (including $.......1,702,272

net deferred tax asset) ... 2,675,046........ 972,774 ...... 1,702,272 |...... 4,522,351
20. Electronic data processing equipment and software .................oooooiiiiiiiiiiiiiii [ | [
21. Other nonadmitted @ssets ..................coccoooiiiiiiiii L L e
22. Aggregate write-ins for other than invested assets ..................cooooooooiiiiiiiiiiii [ o e
23. Total assets (Lines 9 plus 10 through 22) ... 60,387,203 ...... 5,967,574 |.... 54,419,629 | ... 220,291,361
DETAILS OF WRITE-INS
080T e e e
0802 e e e
0808 e e e
0898.  Summary of remaining write-ins for Line 8 from overflowpage ... o e
0899. TOTALS (Lines 0801 through 0803 plus 0898) (Line 8 above) ....................ccooooooeec | Lo [
220 e e e e
2202 e e e e
2208 e e e e
2298.  Summary of remaining write-ins for Line 22 from overflowpage ....................ooooooo L e e L
2299. TOTALS (Lines 2201 through 2203 plus 2298) (Line 22 above) ...................................|cccooooooo | [
[V — health care delivery assets included in Line 4.1, Column 3.




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

LIABILITIES, CAPITAL AND SURPLUS

Current Year Prior Year
1 2 3 4
Covered Uncovered Total Total

1. Claims unpaid (less §................ reinsurance ceded) ... 1,656,385 |........ccooeeiis | 1,656,385 |.... 87,255,562
2. Accrued medical incentive pool and bonus payments ... e e e 7,132,790
3. Unpaid claims adjustment eXpenses ...............cccoooveiiiiiiiiii e e e 2,986,954
4, Aggregate poliCy rESEIVES .............oiiiiiiiiii e [ e e
5. Aggregate Claim reServes ..o e e e 3,373,495
6. Premiums received inadvance ................cooooooo e
7. General expenses due Or aCCrued ..................ccooiiiieeiiiii e 735,405 ... 735,405]...... 2,899,215
8. Federal and foreign income tax payable and interest thereon (including §................ on

realized capital gains (losses)) (including $................ net deferred tax liability) .................| o e
9. Amounts withheld or retained for account of others ... e e
10. Borrowed money (including §................ current) and interest thereon §................

(including$................ current) ...
11. Amounts due to parent, subsidiaries and affiliates ... 175,752 . ... | 175,752 (...
12. Payable to Securities ... e
13. Funds held under reinsurance treaties with ($................ authorized reinsurers and

S unauthorized reiNSUNErS ...........ooooiiiii e | L [
14. Reinsurance in unauthorized COMPANIES ... [ e [
15. Net adjustments in assets and liabilities due to foreign exchange rates ... [
16. Liability for amounts held under uninsured accident and healthplans .............................|...... 6,041,003 .................. |..... 6,041,003]...... 2,249,673
17. Aggregate write-ins for other liabilities (including §................ current) ... 11237947 . .. 11,237,947 | .... 49,697,816
18. Total liabilities (Lines 110 17) ... 19,746,492 ... .. 19,746,492 | ... 155,595,505
19. Common capital StOCK ... XXX ... XXX .o 100,000........ 100,000
20. Preferred capital STOCK ... XXX ... XXX oo
21. Gross paid in and contributed SUrpIUS ......................oo XXX ... XXX oo . 20,725,000
22. SUIPIUS NOES ... XXX ... XXX oo
23. Aggregate write-ins for other than special surplus funds .......................coo XXX o XXX
24, Unassigned funds (SUMPIUS) ...........ooooiiiiiiii XXX .. ... XXX. 34,573,137 .... 43,870,856
25. Less treasury stock, at cost: XXX XXX

251 shares common (value included in Line 19 $....cccoeeeed) oo XXX XXX

252 e shares preferred (value included in Line 20 $.....cccceeeen) oo XXX ] XXX oo
26. Total capital and surplus (Lines 1910 25) ..................oooooiiiii e | XXX ... ... XXX. .. 34,673,137.... 64,695,856
27. Total liabilities, capital and surplus (Lines 18and26) ....................................ooo | XXX ... ... XXX. .. 54,419,629 | ... 220,291,361
DETAILS OF WRITE-INS
1701. Due State of TENNESSEE . ..... oo 6,461,647 |..................|..... 6,461,647 |..................
1702.  Stale Dated Checks ... 1,495,620 (.................. |...... 1,495,620 1........ 880,534
1703. Contingent Legal Liability ........................... 1,450,000 (.................. |...... 1,450,000 (..................
1798. Summary of remaining write-ins for Line 17 from overflow page ....................ccoooooooiiiii | 1,830,680 (.................. |...... 1,830,680 |.... 48,817,282
1799. TOTALS (Lines 1701 through 1703 plus 1798) (Line 17 above) ............................ooo L M1237947 (. .. 11,237,947 |.... 49,697,816
230 XXX ... XXX oo
2302 XXX ... XXX oo
2303 XXX ... XXX oo
2398.  Summary of remaining write-ins for Line 23 from overflow page ........................... | XXX....|..... XXX oo
2399. TOTALS (Lines 2301 through 2303 plus 2398) (Line 23 above) ... XXX |.... XXXl




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total

1. Member MONTNS ... XXX oo 1,727,303 |.......... 5,346,473
2. Net premium iNCOME ... XXX o] 290,620,958 ....... 861,548,883
3. Change in unearned premium reserves and reserve for rate credits ................................. [ XXX o
4. Fee-for-service (net of §................ medical eXpenses) ... XXX o
5. RISKIEVENUE ... ... .o XXX o
6. Aggregate Write-Ins for Other health care related revenues ... |..... XXXl (13,858,271)
7. Total revenues (LiINeS 210 6) .............coooooiiiii e XXX .. 290,620,958 ....... 847,690,612
Medical and Hospital:
8. Hospital/medical benefits .......................oo 176,409,127 |....... 493,535,184
9. Other Professional SEIVICES ............ooo i 26,294,741 |......... 76,326,966
10. Outside Refermals ... e
11. Emergency room and out-of-area ... L 7,396,270 ......... 15,766,154
12. Prescription drugs ..o 70,058,513]....... 152,825,822
13. Aggregate write-ins for other medical and hospital ... e 7,435,050].......... 2,341,146
14. Incentive pool and withhold adjustments ... (4,006,640)|.......... 7,132,790
15. Subtotal (LInesS 810 14) ... L 283,587,061 |....... 747,928,062
LESS:
16. Net reinsurance rBCOVEHES ..............c.oiiveii e
17. Total medical and hospital (Lines 15minus 16) ... [ 283,587,061 ....... 747,928,062
18. Claims adjustment EXPENSES ............ ..o e 16,846,9101......... 50,179,115
19. General administrative EXPENSES ............ooovi i e 13,783,835(......... 41,055,640
20. Increase in reserves for accident and health contracts ... o L
21. Total underwriting deductions (Lines 17 through 20) ...............cccoooiiiiiiiiiiii o 314,217,806 |....... 839,162,817
22. Net underwriting gain or (Ioss) (LineS 7 minus 21) ... XXX (23,596,848)|.......... 8,527,795
23. Net investment inCOMe ared ... ... 2,759,8581......... 12,603,185
24. Net realized capital gains of (I0SSES) ...........oooviiiiiiiiii i (26,482)|........... (149,723)
25. Net investment gains or (losses) (Lines 23 plus 24) ... [ 2,733,376]......... 12,453,462
26. Net gain or (Loss) from agents’ or premium balances charged off [(amount recovered §................ )

(amount charged off $................ Y] e
27. Aggregate write-ins for other inCome or eXpenSes ..............coooveveiiiiiiiiiiiiiii L
28. Net income or (loss) before federal income taxes (Lines 22 plus 25 plus 26 plus 27) .................. |l Lo (20,863,472)|......... 20,981,257
29. Federal and foreign income taxes incurred .................ccooiioiiiiiiiiiiiii | XXX oo (8,396,968)|.......... 4,412,156
30. Net income (10sS) (LINES 28 MINUS 29) ........oooiiiiiiiiiiiiii e | XXX (12,466,504)|......... 16,569,101
DETAILS OF WRITE-INS
0601. GME & Essential Provider Payment Revenues .......................ccccooiiiiiiiiiiiiiiiiiiiii [ XXX | 105,102,042 ....... 158,642,351
0602. Essential Provider Pmt, Essential Access Pmt & Associated Premium Taxes ..........................|....... XXX | (45,918,368) | ... (111,708,575)
0603. GME Payment & Associated Premium TaXes ............oooooviiiiiioriiiiiiieee [ XXX ] (59,183,674) | ....... (46,938,776)
0698. Summary of remaining write-ins for Line 6 from overflow page .......................... [ XXX ool (13,858,271)
0699. TOTALS (Lines 0601 through 0603 plus 0698) (Line 6 above) ..................................oooooo [ XXX ool (13,858,271)
1301.  Exigency Post-Settlement Activity ... 8,592,878 |.......... 2,341,146
1302.  BHO SubCapitation .............cooiiiiiii i (1,157,828) |
1808 L e [
1398.  Summary of remaining write-ins for Line 13 fromoverflowpage ... e [
1399. TOTALS (Lines 1301 through 1303 plus 1398) (Line 13 above) ... o [ 7,435,050].......... 2,341,146
270, e e e
2702 e e e
2703 e e e
2798.  Summary of remaining write-ins for Line 27 from overflow page ........................o
2799. TOTALS (Lines 2701 through 2703 plus 2798) (Line 27 above) ...\




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

STATEMENT OF REVENUE AND EXPENSES (Continued)

Currer11t Year Prior2 Year
CAPITAL & SURPLUS ACCOUNT

31. Capital and surplus prior reporting Year ..............c.ccoeieiiiiiiiiiiie [ 64,695,856 ......... 68,814,360
GAINS AND LOSSES TO CAPITAL & SURPLUS
32. Net income or (loss) from Line 30 ... (12,466,504) |......... 16,569,101
33. Change in valuation basis of aggregate policy and claimreserves ...................cccoo oo [
34. Net unrealized capital gains and 10SSES ...............cooiiiiiiiiiieiie e [
35. Change in net unrealized foreign exchange capital gain or (10SS) ................cooooooiiiiii oo [
36. Change in net deferred income tax ....................oooo (3,119,172)|.......... 5,794,218
37. Change in nonadmitted @SSetS .....................ccccooiiiiiii 6,287,958 .......... 3,035,223
38. Change in unauthorized reinsurance ... e
39. Change intreasury StOCK ... e
40. Change in surplus NOtES ...........ooooiiiiiiiii e e
41, Cumulative effect of changes in accounting principles .....................cccoo [ e (7,517,047)
42, Capital Changes:

421 Paidin ... e e

422 Transferred from surplus (Stock Dividend) .................cccooooiiiii [

423  Transferred to SUIPIUS ... e
43. Surplus adjustments:

431 Paidin ..o (20,725,000) | ....... (22,000,000)

43.2  Transferred to capital (Stock Dividend) .................ccocooiiiii [

43.3  Transferred from capital ... e
44, Dividends 10 StOCKNOIAEIS ............ ... L
45, Aggregate write-ins for gains or (10sS€S) iINSUrplus ... M. 1
46. Net change in capital and surplus (Lines 3210 45) ... (30,022,719 |........ (4,118,504)
47. Capital and surplus end of reporting year (Line 31 plus 46) .................................ooo | 34,673137|......... 64,695,856
DETAILS OF WRITE-INS
4501, ROUNGING ... (M 1
AD2 e e
BB e e
4598. Summary of remaining write-ins for Line 45 from overflow page ................cccooooviiii o [
4599. TOTALS (Lines 4501 through 4503 plus 4598) (Line 45above) .............................oo | M. 1




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

CASH FLOW

Currer11t Year Prior2 Year
Cash from Operations
1. Premiums and revenues collected net of reinsurance ...................coocooii 293,047,346 ....... 860,218,341
2. Claims and claims adjustment €Xpenses ..............oocooiiiiiieiiiiiiie [ 399,626,387 | ....... 862,364,396
3. General administrative eXpenses paid ... 15,947,645(......... 43,916,829
4. Other underwriting income (EXPeNSES) ... (13,858,271)
5. Cash from underwriting (Line 1 minus Line 2 minus Line 3plus Line4) ........................| ... (122,526,686) | ....... (59,921,155)
6. Net investmentincome ... 3,711,937|........ 13,879,466
7. Otherincome (EXPENSES) ... .. coovvv e e
8. Federal and foreign income taxes (paid) recovered ..................ccooee 11,217,047 |........ (8,934,507)
9. Net cash from operations (Line 510 8) ... (107,597,702) | ....... (54,976,196)
Cash from Investments
10. Proceeds from investments sold, matured or repaid:
101 BONAS ... 40,026,750 ......... 40,685,000
102 SHOCKS ... | [
10.3  Mortgage loans ............oooooiiii e [
104 Realestate ... L
10.5  Otherinvested @ssets .............oooooviiiiiiiiiiiii e [
10.6  Net gains or (losses) on cash and short-term investments .................... |
10.7  Miscellaneous proceeds .................ooooiiiiiiiiiiiii
10.8  Total investment proceeds (Lines 10.11010.7) ...............cccoocvvii [, 40,026,750]......... 40,685,000
11. Cost of investments acquired (long-term only):
1 BONAS .o 31,658,420 ......... 28,913,250
112 SHOCKS ... | [
11.3  Mortgage loans ..ot [
114 Realestate ... L
115 Otherinvested @SSets .............oooooiiiiiiiiiiiii e
11.6  Miscellaneous applications ....................oooo e
11.7  Total investments acquired (Lines 11.1t011.6) ... 31,658,420 |......... 28,913,250
12. Net cash from investments (Line 10.8 minus Line 11.7) ... 8,368,330 (......... 11,771,750
Cash from Financing and Miscellaneous Sources
13. Cash provided:
13.1  Surplus notes, capital and surplus paidin........................ooooo (20,725,000)|....... (22,000,000)
13.2  Nettransfers from affiliates .....................o 1,186,568 | ...
13.3  Borrowed funds received ... L
134 Othercashprovided ... 11,808,193 |......... 28,368,153
135 Total (LiNeS 13.110 13.4) ...oovor i (7,730,239) | .......... 6,368,153
14, Cash applied:
141 Dividends to stockholder paid ..................cooooiiii e e
14.2  Nettransfersto affiliates ... 2,144,479
14.3  Borrowed funds repaid ... e
144 Otherapplications ...................cccoooiiiiiiiiiiiiiii 38,459,869 |.......... 2,239,147
145  Total (Lines14.1t014.4) ... 38,459,869 |.......... 4,383,626
15. Net cash from financing and miscellaneous sources (Line 13.5 minus Line 14.5) ............[....... (46,190,108)|.......... 1,984,527
RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS
16. Net change in cash and short-term investments (Line 9 plus Line 12 plus Line 15) ..........|..... (145,419,480) | ....... (41,219,919)
17. Cash and short-term investments:
171 Beginningofyear ... 175,563,482 1....... 216,783,401
172 Endofyear(Line16plusLine17.1) ... 30,144,002 ....... 175,563,482




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

This is a Work Paper Page to gather information according to the NAIC Instructions
(Do NOT include this page in the copy of your Annual Statement that is filed.)

DEVELOPMENT DATA WORKPAGES FOR "CASH FLOW"

Use the COMPANY ADJUSTMENT AMOUNT lines to adjust any line(s) on the Cash Flow page.

1. Premiums and Revenues Collected Net of Reinsurance:
1.A (+) Underwriting & Investment Exhibit, Part 1, Line 9, Column 4 => Net premium income, Totals ............................
1.B (+) Page 4, Statement of Revenue and Expenses, Line 4, Column 2 => Fee-for-service, net of medical expenses .......................
1.C (+) Page 4, Statement of Revenue and Expenses, Line 5, Column 2 => Risk revenue ...
1.D (+) Page 2, Assets, Line 10, Column 4 (PY) => Accident and health premiums due and unpaid ......................cccooooi
1.E (-) Page 2, Assets, Line 10, Column 3 (CY) => Accident and health premiums due and unpaid ....................cccoociiiii,
1.F (+) Prior Year Page 2, Assets, Line 10, Column 2 => Accident and health premiums due and unpaid, non-admitted, prior ..............
1.G (-) Page 2, Assets, Line 10, Column 2 (CY) => Accident and health premiums due & unpaid, non-admitted ...............................
1.H Subtotal (Lines 1.A+1.B+1.C+1D-1.E+1F-1.G)
1. COMPANY ADJUSTMENT AMOUNT (LINE 1) ...
1.J TOTAL (Line 1.H + 1.1) = (CASH FLOW LINE 1) => Premiums and Revenues Collected Net of Reinsurance .............................
2. Claims & Claims Adjustment Expenses:
2.A (+) Underwriting & Investment Exhibit, Part 2, Line 1.4, Column 1 => Net claims paid ..................ccooooiiiiiiiiiiiiiii
2.B (+) Underwriting & Investment Exhibit, Part 2, Line 2, Column 1 => Paid medical incentive pools and bonuses ..........................
2.C (+) Page 2, Assets, Line 12, Column 3 (CY) => Amounts recoverable from reinsurers, admitted ..........................................
2D (-) Page 2, Assets, Line 12, Column 4 (PY) => Amounts recoverable from reinsurers, admitted ...
2.E (+) Prior Year Page 2, Assets, Line 12, Column 2 (PY) => Amounts recoverable from reinsurers, non-admitted, prior ...................
2.F (-) Page 2, Assets, Line 12, Column 2 (CY) => Amounts recoverable from reinsurers, non-admitted ........................................
2.G  (+) Underwriting & Investment Exhibit, Part 3, Line 31, Column 1 => Total, Claim adjustment expenses paid .............................
2H Subtotal (Line2A+2B+2.C-2D+2.E-2F +2.G) ..o
2l COMPANY ADJUSTMENT AMOUNT (LINE 2) ...
2J TOTAL (Line 2.H + 2.1) = (CASH FLOW LINE 2) => Claims and Claims Adjustment EXpense ...........................cccooii.
3. General Administrative Expenses Paid:
3.A (+) Underwriting & Investment Exhibit, Part 3, Line 31, Column 2 => Total, General administrative expenses paid .......................
3.B COMPANY ADJUSTMENT AMOUNT (LINE ) ...
3.C TOTAL (Lines 3.A + 3.B) = (CASH FLOW LINE 3) => General administrative expenses paid ............................oooooeiin,
4, Other Underwriting Income (Expenses):
4.A This item is to be used to report any amounts included in Page 4, Lines 2 and 4 through 19, adjusted to a cash basis, that have not
been included in LiNes 1 throUgh 3 DOVE. ..........iiiiiiii
4B COMPANY ADJUSTMENT AMOUNT (LINE 4) ...
4C  TOTAL (Lines 4.A + 4.B) = (CASH FLOW LINE 4) => Other Underwriting Income (EXPENSES) ..............cooooviiiiiiiiiiiiiiiiiiiii
5. Cash from Underwriting (Lines 1.J - 2.J-3.C +4.C) => (CASH FLOW LINE 5) ...
6. Net Investment Income:
6.A (+) Exhibit of Net Investment Income, Line 10, Column 1 => Total gross investmentincome .............................
6.B (+) Exhibit of Net Investment Income, Footnote a => Amortization of premiumonbonds ...........................c
6.C (+) Exhibit of Net Investment Income, Footnote b => Amortization of premium on preferred stocks ..........................................
6.D (+) Exhibit of Net Investment Income, Footnote ¢ => Amortization of premium on mortgage loans .........................................
6.E (+) Exhibit of Net Investment Income, Footnote f => Amortization of premium on derivative instruments ...................................
6.F (-) Exhibit of Net Investment Income, Footnote a => Accrual of discountonbonds ......................
6.G (-) Exhibit of Net Investment Income, Footnote b => Accrual of discount on preferred stocks ...
6.H (-) Exhibit of Net Investment Income, Footnote ¢ => Accrual of discount on mortgage [0ans ...,
6.l (-) Exhibit of Net Investment Income, Footnote f => Accrual of discount on derivative instruments ...
6.J (-) Underwriting & Investment Exhibit, Part 3, Line 31, Column 3 => Investment expenses, Total expenses paid .........................
6.K (-) Exhibit of Net Investment Income, Line 13 => INtErest eXpense ...
6.L (-) Exhibit of Net Investment Income, Line 15 => Other deductions, adjusted to acashbasis ..................................
6.M  Subtotal (Lines6.A+6.B+6.C+6D+6.E-6.F-6.G-6.H-6.1-6J-6.K-6.L)..................
6.N COMPANY ADJUSTMENT AMOUNT (LINE B) ...
6.0  TOTAL (Lines 6.M + 6.N) = (CASH FLOW LINE 6) => Net Investment Income ..........................ccooooiiii
7. Other Income (Expenses):
7.A (+) Page 4, Statement of Revenue and Expenses, Line 26, Column 2 (CY) => Net gain or (loss) from agents’ or premium balances
Charged Off ...
7.B (+) Page 4, Statement of Revenue and Expenses, Line 27, Column 2 (CY) =>Aggregate write-ins for other income or expenses .....
7.0 SUBIOtal (LINES 7.A 4+ 7.B) oo
7.0 COMPANY ADJUSTMENT AMOUNT (LINE 7) ... ..o
7.E TOTAL (Lines 7.C + 7.D) = (CASH FLOW LINE 7) => Other Income (EXPENSES) ............ooiiiieiiiiiiiiiiiiieeii e
8. Federal and Foreign Income Taxes (Paid) Recovered:
8.A (-) Page 4, Statement of Revenue and Expenses, Line 29, Column 2 (CY) => Federal and Foreign Income Taxes Incurred ............
8.B (-) Page 2, Assets, Line 19, Column 3 (CY) => Federal and Foreign Income Tax Recoverable & Interest Thereon (excluding
IO o
8.C (+) Page 2, Assets, Line 19, Column 4 (PY) => Federal and Foreign Income Tax Recoverable & Interest Thereon (excluding
IO o
8.D (-) Page 3, Liabilities, Line 8, Column 4 (PY) => Federal and Foreign Income Tax Payable and Interest Thereon (excluding
AEfEITed) ..o
8.E (+) Page 3, Liabilities, Line 8, Column 3 (CY) => Federal and Foreign Income Tax Payable and Interest Thereon (excluding
AEfEITed) ..o
8.F Subtotal (Lines 8.A-8.B+8.C-8.D + 8.E) ... .o
8.G  COMPANY ADJUSTMENT AMOUNT (LINE 8) ..o oo
8.H TOTAL (Lines 8.F + 8.G) = (CASH FLOW LINE 8) => Federal and Foreign Income Taxes (Paid) Recovered .............................
9. Net Cash from Operations (Lines 5+ 6.0 + 7.E + 8.H) => (CASHFLOWLLINE Q) ...

CY Cash Flow

....... 376,666,373
.......... 3,126,150

......... 19,833,864

....... 399,626,387

.......... 3,547,016
............. 513,714

............. 307,285

.......... 3,711,938

................... 1)

.......... 3,711,937

......... 12,919,319

........ (1,702,272)

......... 11,217,047

..... (107,597,702)
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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

This is a Work Paper Page to gather information according to the NAIC Instructions
(Do NOT include this page in the copy of your Annual Statement that is filed.)

DEVELOPMENT DATA WORKPAGES FOR "CASH FLOW"

Use the COMPANY ADJUSTMENT AMOUNT lines to adjust any line(s) on the Cash Flow page.

10.

Proceeds from Investments SOLD, MATURED or REPAID:

10.1

10.2

10.3

10.4

10.5

10.6

10.7

Bonds:
10.1A  Bonds (Schedule D, Part 4, Line 6099999, Column 6) => Consideration, Total Bonds Part4 .......................................
10.1B° COMPANY ADJUSTMENT AMOUNT (LINE 0.1) ..o
10.1C TOTAL (Lines 10.1A + 10.1B) = (CASH FLOW LINE 10.1) => BONAS ...............ooooiiiiiiiii e
Stocks:
10.2A  Stocks (Schedule D, Part 4, Line 7199999, Column 6) => Consideration, TOTAL Stocks Part4 ............................o
10.2B  COMPANY ADJUSTMENT AMOUNT (LINE 10.2) ... ..o
10.2C TOTAL (Lines 10.2A + 10.2B) = (CASH FLOW LINE 10.2) => StoCKS ..............oooooiiiiiiii
Mortgage Loans:
10.3A  (+) Schedule B, Verification, Line 6 => Amounts Paid on Account or In Full During the Year ...................ccocoooiiiiiiiinn.
10.3B COMPANY ADJUSTMENT AMOUNT (line 10.3) ..o
10.3C TOTAL (line 10.3A + 10.3B) = CASH FLOW LINE 10.3) =>Mortgage Loans ....................cccooo
Real Estate:
10.4A (+) Schedule A, Verification, Line 7=> Amounts Received on Sales ........................
10.4B COMPANY ADJUSTMENT AMOUNT (LINE 10.4) ... ..o
10.4C TOTAL (Lines 10.4A + 10.4B) = (CASH FLOW LINE 10.4) => Real Estate ..........................oocoooo
Other Invested Assets:
10.5A  (+) Schedule BA, Verification, Line 6 => Amounts paid on account or in full duringthe year ........................ccoo
10.5B  COMPANY ADJUSTMENT AMOUNT (LIN€ 10.5) ... ..o
10.5C TOTAL (Lines 10.5A + 10.5B) = (CASH FLOW LINE 10.5) => Other Invested Assets ...........................................
Net Gains or (Losses) on Cash & Short-Term Investments:
10.6A (+) Exhibit of Capital Gains and Losses, Line 6, Column 1 => Cash/Short-Term Investments, Realized Gain (Loss) on
SALES or MATURITY oo
10.6B  (+) Exhibit of Capital Gains and Losses, Line 6, Column 2 => Cash/Short-Term Investments, Other Realized Adjustments ..
10.6C  Subtotal (Lines 10.6A + 10.6B) ..........oooiiiiiii i
10.6D COMPANY ADJUSTMENT AMOUNT (LINE 0.8) ...
10.6E  TOTAL (Lines 10.6C + 10.6D) = (CASH FLOW LINE 10.6) => Net Gains or (Loss) on Cash & Short-Term Investments ......
Miscellaneous Proceeds:
10.7A  Include Cash Flow from Derivative Transaction Activities Reported in Schedule DB with Net Positive Amounts Included on
this Line and Net Negative Amounts Included on Line 11.6 ...
(+) Page 2, Assets, Line 7, Column 4 (PY) => Receivable from Securities ..........................ooooo
(-) Page 2, Assets, Line 7, Column 3 (CY) => Receivable from Securities .................coccooiiiii
Schedule DB Part B, Section 2, Column 7 => Consideration Received for Options, Caps & Floors WRITTEN During Year ...
Schedule DB Part A, Section 3, Column 12 => Consideration Received on TERMINATION of Options, Caps & Floors ...
10.7F1 (+) Schedule DB, Part D, Section 1, Column 6 (CY) => Variation Margin (Futures Contracts OPEN December 31
G )
10.7F2 (-) PYAS Schedule DB, Part D, Section 1, Column 6 (PYAS) => Variation Margin (Futures Contracts OPEN
DECEMDEr 31 PY )
10.7F3 (+) Schedule DB, Part D, Section 3, Column 6 (CY) => Variation Margin (Futures Contracts TERMINATED During
Y )
10.7F4 (-) Schedule DB, Part D, Verification, Line 4 (CY) .......oooiiiii i
10.7F5 Subtotal (Lines 10.7F1 - 10.7F2 + 10.7F3 - 10.7F4) (NOTE: If the net impact was a COST, include on Line 11.6F1
- Miscellaneous ApPlICAtIONS) ..........ooiiiiiii i
10.7F6 COMPANY ADJUSTMENT AMOUNT (LiN€ 10.7F) ...
10.7F7 TOTAL Line 10.7F (Lines 10.7F5 + 10.7FB) ..o
TOTAL Increases (Lines 10.7A + 10.7B - 10.7C + 10.7D + 10.7E + 10.7F7) ...
10.7H1 (+) Schedule DB, Part A, Section 1, Column 13 => TOTAL used to Adjust Basis of Hedged Item (Options, Caps, &
Floors OWNED DeC.31 0f CY) ..o
10.7H2 (-) Schedule DB, Part B, Section 1, Column 13 => TOTAL used to Adjust Basis (Options, Caps & Floors
WRITTEN & IN FORCE December 31 0f CY) ...
10.7H3 (+) Schedule DB, Part C, Section 1, Column 13 => TOTAL used to Adjust Basis of Hedged Item (Collar, Swap &
Forward Agreements OPEN December 31 0f CY) ...
10.7H4 (-) Schedule DB, Part A, Section 3, Column 15 => TOTAL used to Adjust Basis of Hedged Item (Gain (Loss) on
TERMINATION)(OWNED Options, Caps, & Floors TERMINATED During CY) .........ooooiiiiiiiiiiiii
10.7H5 (-) Schedule DB, Part B, Section 3, Column 15 => TOTAL used to Adjust Basis (Gain (Loss) on TERMINATION)
(WRITTEN Options, Caps & Floors TERMINATED During CY) ...
10.7H6 (-) Schedule DB, Part C, Section 3, Column 15 => TOTAL used to Adjust Basis of Hedged Item (Gain\Loss) on
TERMINATION (Collar, Swap & Forward Agreements TERMINATED During CY) ...,
10.7H7 (-) Schedule DB, Part D, Section 1, Column 11 => TOTAL used to Adjust Basis of Hedged Item (Variation Margin
Information) (Futures Contracts OPEN December 31 of CY) ...
10.7H8 (-) Schedule DB, Part D, Section 3, Column 12 => TOTAL Gain\(Loss) used to Adjust Basis of Hedged Item
(Futures Contracts TERMINATED DUNG CY) ....oooiiii e
10.7H9 Net Adjustment to Net Increase or (Decrease) (Lines 10.7H1 - 10.7H2 + 10.7H3 - 10.7H4 - 10.7H5 - 10.7H6 -
10.7HT7 - 10.7H8) ..
10.71  Subtotal Increases (Lines 10.7G + 10.7HO) ...
10.7J  COMPANY ADJUSTMENT AMOUNT (LINE 10.7) ...
10.7K  TOTAL (Lines 10.71 + 10.7J) => (CASH FLOW LINE 10.7) Miscellaneous Proceeds ...............................................

10.7B
10.7C
10.7D
10.7E

10.7G

CY Cash Flow
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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

This is a Work Paper Page to gather information according to the NAIC Instructions

(Do NOT include this page in the copy of your Annual Statement that is filed.)

DEVELOPMENT DATA WORKPAGES FOR "CASH FLOW"

Use the COMPANY ADJUSTMENT AMOUNT lines to adjust any line(s) on the Cash Flow page.

1.

10.8

1.1

1.2

1.3

11.4

11.5

11.6

1.7

TOTAL Investment Proceeds (Lines 10.1C + 10.2C + 10.3C + 10.4C + 10.5C + 10.6E + 10.7K) => (CASH FLOW LINE 10.8) =
(LINES 10110 10.7) oo
Cost of Investments Acquired (Long-Term Only):

Bonds:

11.1A
11.1B
11.1C

Stocks:

11.2A
11.2B
11.2C

Schedule D, Part 3, Line 6099999, Column 6 => Bonds Part 3, Actual Cost ...................ooooi
COMPANY ADJUSTMENT AMOUNT (LINe T1.1) ..o
TOTAL (Lines 11.1A + 11.1B) => (CASH FLOW LINE 11.1) BONAS ............ccooiiiiiiiiee oo

Schedule D, Part 3, Line 7199999, Column 6 => Stocks Part 3, Actual Cost ...
COMPANY ADJUSTMENT AMOUNT (LIN€ 11.2) ... ..o
TOTAL (Lines 11.2A + 11.2B) => (CASH FLOW LINE 11.2) StoCKS ...

Mortgage Loans:

11.3A
11.3B
11.3C

Schedule B, Verification, Line 2.2, Column 2 => Amount Loaned During Year ....................coooooo
COMPANY ADJUSTMENT AMOUNT (Line 11.3) ..o
TOTAL (Lines 11.3A + 11.3B) => (CASH FLOW LINE 11.3) Mortgage Loans ...................oooooioii

Real Estate:

11.4A
11.4B
11.4C
11.4D
11.4E
11.4F

(+) Schedule A, Part 2, Total, Column 6 => Actual cost (Real Estate) ................ccooooiiiiiiii
(+) Schedule A, Verification, Line 4.1 + 4.2 => Cost of Additions and Permanent Improvements ..................................
(+) Decrease in Encumbrances if Not Included in Sources Referenced ...
Subtotal (Lines 11.4A + 11.4B + 11.4C) ...
COMPANY ADJUSTMENT AMOUNT (Line 11.4) ...
TOTAL (Lines 11.4D + 11.4E) = (CASH FLOW LINE 11.4) => Real Estate .....................ccoooocoi

Other Invested Assets:

11.5A
11.5B
11.5C

Schedule BA, Verification, Line 2.1 + 2.2 => Cost of Acquisitions During Year ......................oooooo
COMPANY ADJUSTMENT AMOUNT (Line 11.5) ...
TOTAL (Lines 11.5A + 11.5B) = (CASH FLOW LINE 11.5) => Other Invested ASSets ...

Miscellaneous Applications: (See instructions for Line 10.7)

11.6A

11.6B
11.6C
11.6D
11.6E

11.6G

11.6l
11.6J
11.6K

Include Cash Flow from Derivative Transaction Activities Reported in Schedule DB with Net Negative Amounts Included
on this Line and Net Positive Amounts Included on Line 10.7 ...
(+) Page 3, Liabilities, Line 12, Column 4 (PY) => Payable for Securities ...........................ooo
(-) Page 3, Liabilities, Line 12, Column 3 (CY) => Payable for Securities ................cccooocoiiiiii
Schedule DB Part A, Section 2, Column 7 => Cost/Option Premium of Options, Caps & Floors Acquired During Year ........
Schedule DB Part B, Section 3, Column 12 => Consideration Paid on TERMINATION of Options, Caps & Floors .............
11.6F1 Amount from Line 10.7F5, if negative ...
11.6F2 COMPANY AMOUNT ADJUSTMENT (Line 11.6F) ......oooiiii e
11.6F3 Total Line 11.6F (Line 11.6F1 + 11.6F2) ...
Total Decreases (Lines 11.6A + 11.6B-11.6C+ 11.6D+ 11.6E+ 11.6F3) .....................ooo
11.6H1 (+) Schedule DB, Part A, Section 1, Column 13 => TOTAL used to Adjust Basis of Hedged Item (Options, Caps, &
Floors OWNED DEC.31 0f CY) .....ovieiiiiie e
11.6H2 (-) Schedule DB, Part B, Section 1, Column 13 => TOTAL used to Adjust Basis (Options, Caps & Floors
WRITTEN & IN FORCE December 31 0f CY) .....ooiiii e
11.6H3 (+) Schedule DB, Part C, Section 1, Column 13 => TOTAL used to Adjust Basis of Hedged Item (Collar, Swap &
Forward Agreements OPEN December 31 0f CY) ...t
11.6H4 (-) Schedule DB, Part A, Section 3, Column 15 => TOTAL used to Adjust Basis of Hedged Item (Gain (Loss) on
TERMINATION)(OWNED Options, Caps, & Floors TERMINATED During CY) ...
11.6H5 (-) Schedule DB, Part B, Section 3, Column 15 => TOTAL used to Adjust Basis (Gain (Loss) on TERMINATION)
(WRITTEN Options, Caps & Floors TERMINATED During CY) ...
11.6H6 (-) Schedule DB, Part C, Section 3, Column 15 => TOTAL used to Adjust Basis of Hedged Item (Gain\Loss) on
TERMINATION (Collar, Swap & Forward Agreements TERMINATED During CY) ...,
11.6H7 (-) Schedule DB, Part D, Section 1, Column 11 => TOTAL used to Adjust Basis of Hedged Item (Variation Margin
Information) (Futures Contracts OPEN December 31 0f CY) ...
11.6H8 (-) Schedule DB, Part D, Section 3, Column 12 => TOTAL Gain\(Loss) used to Adjust Basis of Hedged Item
(Futures Contracts TERMINATED DUFNG CY) ....oooiiiii e
11.6H9 Net Adjustment to Net Increase or (Decrease) (Lines 11.6H1 - 11.6H2 + 11.6H3 - 11.6H4 - 11.6H5 - 11.6H6 -
T16HT7 - 11.6H8) ..
Subtotal (LInes 11.6G + 1T1.8HI) ...
COMPANY AMOUNT ADJUSTMENT (LIN€ T1.6) ... ..o
TOTAL (Lines 11.61 + 11.6J) = (CASH FLOW LINE 11.6) => Miscellaneous Applications ............................oooo

TOTAL Investments Acquired (Lines 11.1C + 11.2C + 11.3C + 11.4F + 11.5C + 11.6K) => (CASH FLOW LINE 11.7) = (Lines 11.1

0 11.6)

CY Cash Flow

......... 40,026,750

6.3




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

This is a Work Paper Page to gather information according to the NAIC Instructions

(Do NOT include this page in the copy of your Annual Statement that is filed.)

DEVELOPMENT DATA WORKPAGES FOR "CASH FLOW"

Use the COMPANY ADJUSTMENT AMOUNT lines to adjust any line(s) on the Cash Flow page.

12.
13.

14.

Net Cash from Investments (Lines 10.8 - 11.7) = (CASH FLOW LINE 12) => (Lines 10.8 - 11.7) ..o

Cash provided:
13.1
13.1A
13.1B
13.1C
13.1D
13.1E
13.1F
13.2
13.2A
13.2B
13.2C
13.2D
13.2E
13.2F
13.2G
13.3
13.3A
13.3B
13.3C

13.3D
13.3E
13.3F
13.4
13.4A
13.4B
13.4C
13.4D
13.4E
13.4F
134G
13.4H
134
13.4
134K
13.4L
13.4M
134N
13.40
13.4P
13.4Q
13.4R
13.4S
134T
13.4U
134V
13.4W
134X
13.4Y
13.4Z
13.421
13.422
13.4Z3
13.424
13.4Z5
13.426

13.427
13.4Z8
13.429
13.5
Cash applied:
141
14.1A
14.1B
14.1C

Surplus Notes, Capital and Surplus Paid In:

(+) Page 5, Statement of Revenue and Expenses, Line 40, Column 1 (CY) => Change in Surplus Notes ........................
(+) Page 5, Statement of Revenue and Expenses, Line 42.1, Column 1 (CY) => Capital Paid In ..................................
(+) Page 5, Statement of Revenue and Expenses, Line 43.1, Column 1 (CY) => Surplus Adjustments Paid In ..................
Subtotal (Lines 13. 1A + 13.1B + 13.1C) ..o
COMPANY ADJUSTMENT AMOUNT (LINE 13.1) ...t
TOTAL (Lines 13.1D + 13.1E) = (CASH FLOW LINE 13.1) => Surplus Notes, Capital and Surplus Paid In .....................

Net Transfers From Affiliates:

(+) Page 2, Assets, Line 15, Column 4 (PY) => Amounts Due from Parent, Subsidiaries and Affiliates ...........................
(-) Page 2, Assets, Line 15, Column 3 (CY) => Amounts Due from Parent, Subsidiaries and Affiliates ............................
(+) Page 3, Liabilities, Line 11, Column 3 (CY) => Amounts Due to Parent, Subsidiaries and Affiliates ...........................
(-) Page 3, Liabilities, Line 11, Column 4 (PY) => Amounts Due to Parent, Subsidiaries and Affiliaties ...........................
Subtotal (Lines 13.2A - 13.2B + 13.2C - 13.2D) (If TOTAL is positive, enter on Line 13.2E; if negative, enter on Line 14.2A)

COMPANY ADJUSTMENT AMOUNT (Line 13.2) ..o

TOTAL (Lines 13.2E + 13.2F) = (CASH FLOW LINE 13.2) => Net Transfers from Affiliates ........................................

Borrowed Funds Received:

(+) Page 3, Liabilities, Line 10, Column 3 (CY) => Borrowed Money and Interest Thereon ........................................
(-) Page 3, Liabilities, Line 10, Column 4 (PY) => Borrowed Money and Interest Thereon ..........................................
(+) Liability for Asset Transfers with Put Options, Excluding Amortization of Difference Between Proceeds Received and

Strike Price Obligation for the Period. ...
Subtotal (Lines 13.3A - 13.3B + 13.3C) (If TOTAL is positive, enter on Line 13.3D; if negative, enter on Line 14.3A) ..........
COMPANY ADJUSTMENT AMOUNT (LINE 13.3) ..o
TOTAL (Lines 13.3D + 13.3E) = (CASH FLOW LINE 13.3) => Borrowed Funds Received ..........................................

Other Cash Provided:

(+) Page 2, Assets, Line 11, Column 4 (PY) => Health Care Receivables ...
(-) Page 2, Assets, Line 11, Column 3 (CY) => Health Care Receivables ...
Subtotal (Lines 13.4A - 13.4B) if POSIIVE ...
(+) Page 2, Assets, Line 16, Column 4 (PY) => Amounts Receivable Relating to Uninsured Accident & Health Plans ...
(-) Page 2, Assets, Line 16, Column 3 (CY) => Amounts Receivable Relating to Uninsured Accident & Health Plans ...
Subtotal (Lines 13.4D - 13.4E) if POSItIVE ..........oooiiiii i
(+) Page 3, Liabilities, Line 16, Column 3 (CY) => Liability for Amounts Held Under Uninsured Accident and Health Plans ...
(-) Page 3, Liabilities, Line 16, Column 4 (PY) => Liability for Amounts Held Under Uninsured Accident and Health Plans ....
Subtotal (Lines 13.4G - 13.4H) if POSIEIVE ...
(+) Page 2, Assets, Line 17, Column 4 (PY) => Furniture and Equipment ...
(-) Page 2, Assets, Line 17, Column 3 (CY) => Furniture and Equipment ...
Subtotal (Lines 13.4J - 13.4K) if POSIIVE ......... ..o
(+) Page 2, Assets, Line 18, Column 4 (PY) => Amounts Due from Agents ................ccocoiiiiiiiiii
(-) Page 2, Assets, Line 18, Column 3 (CY) => Amounts Due from Agents .....................ccc
Subtotal (Lines 13.4M = 13.4N) if POSIIVE ........ ...
(+) Page 2, Assets, Line 20, Column 4 (PY) => EDP Equipment and Software ...................................
(-) Page 2, Assets, Line 20, Column 3 (CY) => EDP Equipment and Software .....................................
Subtotal (Lines 13.4P - 13.4Q) if POSIIVE ... ..ottt
(+) Page 2, Assets, Line 22, Column 4 (PY) => Aggregate write-ins for Other Than Invested Assets .............................
(-) Page 2, Assets, Line 22, Column 3 (CY) => Aggregate write-ins for Other Than Invested Assets ..............................
Subtotal (Lines 13.4S - 13.4T) if POSIIVE ...
(+) Page 3, Liabilities, Line 9, Column 3 (CY) => Amounts Withheld or Retained for Account of Others ........................
(-) Page 3, Liabilities, Line 9, Column 4 (PY) => Amounts Withheld or Retained for Account of Others ..........................
Subtotal (Lines 13.4V - 13.4W) if POSItIVE ............
(+) Page 3, Liabilities, Line 13, Column 3 (CY) => Funds held under Reinsurance Treaties .......................................
(-) Page 3, Liabilities, Line 13, Column 4 (PY) => Funds held under Reinsurance Treaties .........................................
Subtotal (Lines 13.4Y - 13.4Z) if POSIIVE ..........ooiiiii i
(+) Page 3, Liabilities, Line 17, Column 3 (CY) => Aggregate write-ins for Other Liabilities ...........................o
(-) Page 3, Liabilities, Line 17, Column 4 (PY) => Aggregate write-ins for Other Liabilities ..........................cooo
Subtotal (Lines 13.422 - 13.4Z3) if POSIIVE ............oooiiiii
(+) Exhibit 1, Line 4, Column 3 (If Positive, enter on Line 13.4Z5; If Negative, enter on Line 14.4Z5) .............................
(+) Other not included elsewhere (NOTE: Include Changes in Non-Operating Accounts that are not reflected elsewhere,
such as Sundry Assets and Liabilities and Changes in Non-Admitted Assets not reflected elsewhere. ...........................
Subtotal (Lines 13.4C + 13.4F + 13.41 + 13.4L + 13.40 + 13.4R + 13.4U + 13.4X + 13.4Z1 + 13.4Z4 + 13.4Z5 + 13.4Z6) ...
COMPANY ADJUSTMENT AMOUNT (LIN€ 13.4) ... ..o
TOTAL (Lines 13.4Z7 + 13.4Z8) = (CASH FLOW LINE 13.4) => Other Cash Provided ............................................

TOTAL (Lines 13.1F + 13.2G + 13.3F + 13.4Z9) = (CASH FLOW LINE 13.5) => TOTAL (Lines 13.1t0 13.4) ............................

Dividends to Stockholders

Page 5, Statement of Revenue and Expenses, Line 44, Column 1 => Dividends to Stockholders .................................
COMPANY ADJUSTMENT AMOUNT (Line 14.1) ...
TOTAL (Lines 14.1A + 14.1B) (CASH FLOW LINE 14.1) => Dividends to Stockholders ............................................

CY Cash Flow

.......... 8,368,330

....... (20,725,000)

....... (20,725,000)

............. 123,998
.......... 6,041,003
.......... 2,249,673

.......... 3,791,330

......... 11,237,947
......... 49,697,816

.......... 3,168,786

......... 11,808,193

......... 11,808,193

(7,730,239)
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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

This is a Work Paper Page to gather information according to the NAIC Instructions
(Do NOT include this page in the copy of your Annual Statement that is filed.)

DEVELOPMENT DATA WORKPAGES FOR "CASH FLOW"

Use the COMPANY ADJUSTMENT AMOUNT lines to adjust any line(s) on the Cash Flow page.

15.
16.
17.

14.2

14.3

14.4

14.5

Net Transfers to Affiliates:
14.2A° Amount from Line 13.2E, if Negative ...
14.2B  COMPANY ADJUSTMENT AMOUNT (LINE T4.2) .....oi i
14.2C TOTAL (Lines 14.2A + 14.2B) (CASH FLOW LINE 14.2) => Net Transfers to Affiliates .............................................
Borrowed Funds Repaid:
14.3A  Amount from Line 13.3D, if Negative ...
14.3B COMPANY ADJUSTMENT AMOUNT (LINE 14.3) ... .oo it
14.3C TOTAL (Lines 14.3A + 14.3B) (CASH FLOW LINE 14.3) => Borrowed Funds Repaid ...........................oooooooiioi
Other Applications:
14.4A  (+) Page 2, Assets, Line 11, Column 4 (PY) => Health Care Receivables .....................cccooiiii
14.4B (-) Page 2, Assets, Line 11, Column 3 (CY) => Health Care Receivables ...
14.4C Subtotal (Lines 14.4A - 14.4B) if negative ...
14.4D (+) Page 2, Assets, Line 16, Column 4 (PY) => Amounts Receivable Relating to Uninsured Accident & Health Plans .........
14.4E (-) Page 2, Assets, Line 16, Column 3 (CY) => Amounts Receivable Relating to Uninsured Accident & Health Plans ...
14.4F  Subtotal (Lines 14.4D - 14.4E) if NEGALIVE ...
14.4G (+) Page 3, Liabilities, Line 16, Column 3 (CY) => Liability for Amounts Held Under Uninsured Accident and Health Plans ...
14.4H (-) Page 3, Liabilities, Line 16, Column 4 (PY) => Liability for Amounts Held Under Uninsured Accident and Health Plans ...
14.41  Subtotal (Lines 14.4G - 14.4H) if NEQAtIVE ...
14.4)  (+) Page 2, Assets, Line 17, Column 4 (PY) => Furniture and Equipment .................ccoooi
14.4K (-) Page 2, Assets, Line 17, Column 3 (CY) => Furniture and Equipment ..................ccoooiiiiii
14.4L  Subtotal (Lines 14.4J - 14.4K) if negative ...
14.4M (+) Page 2, Assets, Line 18, Column 4 (PY) => Amounts Due from AQeNtS .............ooooiiiiiiiiiii
14.4N (-) Page 2, Assets, Line 18, Column 3 (CY) => Amounts Due from Agents ...
14.40 Subtotal (Lines 14.4M - 14.4N) if negative ...
14.4P (+) Page 2, Assets, Line 20, Column 4 (PY) => EDP Equipment and Software ....................ccooooiiiiiiiiiiiiiiiiiii
14.4Q (-) Page 2, Assets, Line 20, Column 3 (CY) => EDP Equipment and Software ...........................c
14.4R  Subtotal (Lines 14.4P - 14.4Q) if negative ...
14.4S  (+) Page 2, Assets, Line 22, Column 4 (PY) => Aggregate write-ins for Other Than Invested Assets .............................
14.4T () Page 2, Assets, Line 22, Column 3 (CY) => Aggregate write-ins for Other Than Invested Assets ..............................
14.4U  Subtotal (Lines 14.4S - 14.4T) if NEQALIVE ..........ooiiiii e
14.4V  (+) Page 3, Liabilities, Line 9, Column 3 (CY) => Amounts Withheld or Retained for Account of Others ..........................
14.4W (-) Page 3, Liabilities, Line 9, Column 4 (PY) => Amounts Withheld or Retained for Account of Others ..........................
14.4X  Subtotal (Lines 14.4V - 14.4W) if NEGALIVE ...t
14.4Y (+) Page 3, Liabilities, Line 13, Column 3 (CY) => Funds held under Reinsurance Treaties ...
14.4Z (-) Page 3, Liabilities, Line 13, Column 4 (PY) => Funds held under Reinsurance Treaties ..............................o
14.4Z1 Subtotal (Lines 14.4Y - 14.4Z) ifnegative ...
14.472 (+) Page 3, Liabilities, Line 17, Column 3 (CY) => Aggregate write-ins for Other Liabilities ........................................
14.4Z3 (-) Page 3, Liabilities, Line 17, Column 4 (PY) => Aggregate write-ins for Other Liabilities .......................................
14.4Z4 Subtotal (Lines 14.4Z2 - 14.4Z3) i NEQAtIVE ...
14.4Z5 (+) Exhibit 1, Line 4, Column 3 ( If Negative, enter here; if positive enter 13.4Z5) ...
14.426 (+) Other not included elsewhere (NOTE: Include Changes in Non-Operating Accounts that are not reflected elsewhere,
such as Sundry Assets and Liabilities and Changes in Non-Admitted Assets not reflected elsewhere. ...........................
14.4Z7 Subtotal (Lines 14.4C + 14.4F + 14.41 + 14.4L + 14.40 + 14.4R + 14.4U + 14.4X + 14.4Z1 + 14.4Z4 + 14.4Z5 + 14.4Z6) ...
14.428 COMPANY ADJUSTMENT AMOUNT (LN T4.4) ....oo oo
14.479 TOTAL (Lines 14.427 + 14.4Z8) = (CASH FLOW LINE 14.4) => Other Applications .............................o.
TOTAL (Lines 14.1C + 14.2C + 14.3C + 14.4Z9) = (CASH FLOW LINE 14.5) => (Lines 14.1t0 14.4) ...............cooooiiiiiin,

Net Cash from Financing & Miscellaneous Sources (Line 13.5 - 14.5) = (CASH FLOW LINE 15) => (Lines 13.5-14.5) ...........................
Net Change in Cash & Short-Term Investments (Lines 9 + 12 + 15) => (CASH FLOW LINE 16) ................cccoooiiiiiiii
Cash and Short-Term Investments:

17.1
17.2

Beginning of Year: Page 2, Assets Line 5, Column 4 (PY) => (CASH FLOW LINE 17.1) Beginning of Year ................................
End of Year: Page 2, Line 5, Column 3 (CY) or (Line 16 + 17.1) => (CASH FLOW LINE 17.2) Endof Year ...............................

CY Cash Flow

.......... 2,239,147
.......... 2,115,149

.......... 6,041,003
.......... 2,249,673

......... 11,237,947
......... 49,697,816

......... 38,459,869

......... 38,459,869

......... 38,459,869

....... (46,190,108)
..... (145,419,480)

....... 175,563,482
......... 30,144,002

6.5




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

ANALYSIS OF OPERATIONS BY LINES OF BUSINESS
(Gain and Loss Exhibit)

1 2 3 4 5 6 7 8 9 10 1 12 13
Comprehensive Federal
(Hospital Employee Title Title Long
& Medical Medicare Dental Vision Health XVill- XIX- Stop Disability term
Total Medical) Only Supplement Only Only Benefit Plan Medicare Medicaid Loss Income Care Other
1. Net premium income ... ..290,620,958 [ ..o e ..290,620,958 [ ... e
2. Change in unearned premium reserves and reserve forrate credit . |...............coo [ | [ | L e L e [ e [
3. Fee-for-service (net of $................ medical eXpenses) ..........ooooi oo | e e e e e L e e e e
4. Riskrevenue ............cooiviiiiiii L e L e L e e e e e L e L
5. Aggregate write-ins for other health care related revenues ..........| ... [ o e e e e
6. Total revenues (Lines 1t05) ... ..290,620,958 [ ... e e ..290,620,958 [ ... e
7. Medical/hospital benefits ... 176,400,127 [ e e 176,409,127 (o
8. Other professional SErVices ...............ccocoviiiiiiiiiii] oo 26,294,741 | e e e e e [ 26,294,741 | e [
9. Outside referrals .............ocoooiiiiii e L e [ e [ e L e [ e [
10. Emergency room and out-of-area ...................coo [ 7,396,270 [ .o [ e e L e e 7,396,270 (..o [ e [
11. Prescription drugs ..o 70,058,513 | ..o | L e e [ [ 70,058,513 | ..o [ L
12. Aggregate write-ins for other medical and hospital ...................[....... 7,435,050 [ ... e 7,435,050 ... |
13. Incentive pool and withhold adjustments ............................. ... (4,006,640) [...........oooooo | L e ] (4,006,640 [.............cooo |
14, Subtotal (LineS 710 13) ... 283,587,061 .o e L [ [ e 283,587,061 | ......cooovis o L
15. Net reinsurance recoveries .............ooveveeveieieinenienieins oo v Lo Lo Lo Lo L e L L L L L
16. Total medical and hospital (Lines 14 minus 15) ...................... 283,587,061 | ..o [ L e e [ 283,587,061 | ... [ [
~ 17. Claims adjustment expenses ................cocoovviieiii o 16,846,910 | ... | e e e 16,846,910 | ... |
18. General administrative expenses ................cccocovceiiii o 13,783,835 | ..o e e e e 13,783,835 | ..o |
19. Increase in reserves for accident and health contracts ...............[ ... [ Lo e e L L L [ e e e L
20. Total underwriting deductions (Lines 16t019) ....................... LoB314217,806 [ e e 314217806 | e
21. Net underwriting gain or (loss) (Line 6 minus Line 20) ............... ..(23596,848) | ... (23,596,848 | ...
DETAILS OF WRITE-INS
0501.  GME and Essential Provider Payment Revenues .................... 105,102,042 [ e e 105,102,042 (o e
0502.  Essential Provider Pmt, Essential Access Pmt & Associated
Premium Taxes ..o o (45,918,368) [ | L e e o (45,918,368) [ ..o e [
0503. GME Payments & Associated Premium Taxes ....................... i (89,183,674) | e e e e e L (B9183674) | e [
0598.  Summary of remaining write-ins for Line 5 from overflow page ......|................o [ e e
0599. TOTAL (Lines 0501 through 0503 plus 0598) (Line 5above) ....... |...........coooo [ o L e e e e
1201.  Exigency Post-Settlement Activity ....................oooo ] 8,592,878 ... [ e L L e e 8,592,878 ... [ e [
1202.  BHO SubCapitation ..............cooooieiiiiiiiiii | (1,157,828) | ..o | | e e L e (1,157,828) | ..o o |
1203 e L L e L e e e e e e e
1298.  Summary of remaining write-ins for Line 12 from overflow page ... |...............oo. | | e e [ e e e e [
1299.  TOTAL (Lines 1201 through 1203 plus 1298) (Line 12 above) ......|....... 7,435,050 | ... | L e L e [ 7,435,050 | ..o | L [




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 1 - PREMIUMS

Line of Business

1

Direct
Business

Reinsurance
Assumed

Reinsurance
Ceded

4
Net Premium
Income
(Columns
1+42-3)

o~

© © N>

Comprehensive (medical and hospital) ...........
Medicare Supplement ................................
Dentalonly ...
Visiononly ...
Federal Employees Health Benefits Plan

Premiums ...




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

PART 2 - Claims Incurred During the Year

UNDERWRITING AND INVESTMENT EXHIBIT

1 2 3 4 5 6 7 8 9
Federal
Compre- Employees
hensive Health Title Title
(Medical & Medicare Dental Vision Benefits Plan Xvill XIX
Total Hospital) Supplement Only Only Premium Medicare Medicaid Other

1. Payments during the year:

1.1 DO . 376,666,373 | e ...376,666,373|..................

1.2 Reinsurance assumed ... e e e e

1.3 Reinsurance ceded ...................coo e e e

1.4 N 876,666,373 | .o ...376,666,373|..................
2. Paid medical incentive pools andbonuses ......................ccoooo 3,126,150 | ..o 3,126,150 | ..................
3. Claim liability December 31, current year from Part 2A:

3.1 DO . 1,556,385 | ... e e e 1,556,385 |..................

3.2 Reinsurance assumed ... e e e e e

3.3 Reinsurance ceded ... e e e e e

3.4 N 1,556,385 | ... e e e 1,556,385 |..................
4. Claim reserve December 31, current year from Part 2D:

© 4.1 DireCt ... e e e e e

42 Reinsurance assumed ... e e e e

43 Reinsurance ceded ..................oo e e e e

4.4 Net e e e
5. Accrued medical incentive pools and bonuses, currentyear ... | | [ L [ e e [
6. Amounts recoverable from reinsurers December 31, currentyear ...................oo | | e e e e e
7. Claim liability December 31, prior year from Part 2A:

71 DO . 87,255,562 | e e e 87,255,562 |..................

7.2 Reinsurance assumed ... e e e e e

7.3 Reinsurance ceded ... e e e e e

74 N 87,255,562 | e e e 87,255,562 |..................
8. Claim reserve December 31, prior year from Part 2D:

8.1 DIrBCt . 3,373,495 | . 3,373,495 |.................

8.2 Reinsurance assumed ... e e e e

8.3 Reinsurance ceded ..................oo e e e e

8.4 N 3,373,495 | . 3,373,495 |.................
9. Accrued medical incentive pools and bonuses, prioryear .....................o.oo | TA32,790 | oo e e 7132790 ..o
10. Amounts recoverable from reinsurers December 31, prioryear ................coooooooo v Lo L e L L e e
11. Incurred benefits:

1 DIrECt 287,593,701 | e e 287,593,701 |..................

11.2  Reinsurance assumed .................ooooooiiiiiiiiin e e e e e e

11.3  Reinsuranceceded ..................ocoooiii e e e e e

114 Net 287,593,701 | .287,593,701 ...
12. Incurred medical incentive pools and bonuses .............................................. .. (4,006,640) ... .. (4,006,640)|..................




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

]!

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - Claims Liability End of Current Year

1 2 3 4 5 6 7 8 9
Federal
Compre- Employees
hensive Health Title Title
(Medical & Medicare Dental Vision Benefits Plan Xvill XIX
Total Hospital) Supplement Only Only Premium Medicare Medicaid Other
Reported in Process of Adjustment:
1.1 DIrBC . 879,824 | ... 879,824 .. ...............
1.2 Reinsurance assumed ... e e e e
1.3 Reinsurance ceded ...................coo e e e
1.4 N 879,824 | ... 879,824 .. ...............
Incurred but Unreported:
2.1 DOt . 676,561 ..o e 676,561 |..................
2.2 Reinsurance assumed ... e e e e
2.3 Reinsurance ceded ... e e e e
2.4 N 676,561 ..o e 676,561 |..................
Amounts Withheld from Paid Claims and Capitations:
3.1 DireCt ... e e e e
3.2 Reinsurance assumed ... e e e e
3.3 Reinsuranceceded ....................oo e e e e
3.4 Net e e e
TOTALS
4.1 DIrBCt . 1,556,385 | ... 1,556,385 |..................
4.2 Reinsurance assumed ... e e e e e
4.3 Reinsurance ceded ... e e e e e
4.4 N 1,556,385 | ... e e e 1,556,385 |..................




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID-PRIOR YEAR-NET OF REINSURANCE

Claim Reserve and Claim 5 6
Claims Liability December 31
Paid During the Year of Current Year
1 2 3 4 Estimated Claim
On On On Reserve and
Line Claims Incurred Claims Incurred | On Claims Unpaid | Claims Incurred Claims Incurred Claim Liability
of Prior to January 1 Durring the December 31 of During the in Prior Years December 31 of
Business of Current Year Year Prior Year Year (Columns 1 + 3) Prior Year
1. Comprehensive (medical and hospital) ......................cooo | e e e
2. Medicare Supplement ....................cooo e e e e
3. Dental only ... L e e e e
4, VISION ONY ... e e L [ e
5. Federal Employees Health Benefits Plan Premiums ...l [ e e
6. Title XVIII-Medicare ... e e e e
7. Title XIX - Medicaid ..o 82,926,051(......... 293,740,322 |............... 293,399 |............ 1,262,986 (........... 83,219,450(........... 90,629,057
8. Other ... e L
9. Subtotal ... 82,926,051|......... 293,740,322 ............... 293,399]............ 1,262,986|........... 83,219,450|........... 90,629,057
10. Medical incentive pools, accrual and disbursements ............................. [ B,A26,150 | ..o 3,126,150 ............ 7,132,790
= 11. TOTALS e 86,052,201 |......... 293,740,322 |............... 293,399|............ 1,262,986 |........... 86,345,600(........... 97,761,847




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)
Grand Total
Section A - Paid Claims

Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. POr . L 74602 (... (776) ..o (R75) oo [
2. 1908 . 595,330 | ..o 91,512 .. 155 .. (130) .o
3. 1999 L XXX o 804,177 ... 84,326 (... 505 ..o 250
4, 2000 .. XXX o XXX o 804,704 |................ 125870 ... 29,482
5. 200 o XXX oo XXX oo XXX o 688,909 |................. 53,194
6. 2002 ... XXX .o XXX .o XXX .o XXX oo 293,740
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PHOr . 722458 ... 721321 721,046 ... 721,046 ... 721,046
2. 1908 . 689,072 ................ 687,236 |................ 686,997 |................ 686,867 |................ 686,867
N 3. 1999 L XXX o 906,683 |................ 888,742 |................ 889,008 |................ 889,258
N 4, 2000 .. XXX oo XXX o 969,453 ... 961,440 |................ 960,056
sl 5. 200 o XXX oo XXX oo XXX o TAB672| ... 742,396
Iy 6. 2002 ... XXX .o XXX .o XXX .o XXX oo 295,003
Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto 1998 ... XXX o [ XXX o XXX o [ e XXX ...
2. 1998 .. 818912|............ 686,867 |............. 43620 (... 6. 730,487 | ..o 89 . i 730,487 | ..o 89
3. 1999 . 989,118|............ 889,258 ............. 44199 ... 5[ 933,457 | ..o 94 . e 933,457 | ... 94
4 2000 ... 1,072,956 |............ 960,056 |............. 48184 ... 5[ 1,008,240 |.................. 94| e 1,008,240 |................. 94
5. 2001 . 861,549 |............ 742108 |............. 45515 ... 6. 787,618 ... 9| 203 787911 | 91
6. 2002 ... 290,621 (............ 293,740(............. 14168 ................... 5[........... 307,908 |................. 106|.............. 1263 (... 309,171 ................. 106
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX oo 3,572,024 |............ 195,686 |...... XXX oo 3,767,710 ...... XXX .o 1,556 ... | 3,769,266 | ...... XXX ...
8.  TOTAL (Lines2through 6) ......................o.ccc | oo 4,033,156 |...... XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX ... XXX .o XXX . o] XXX ...




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.
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UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)
Hospital and Medical

Section A - Paid Claims

Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 e e
30 1999 . IR Y O RE R T
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX o
6. 2002 ... XXX XXX XXX .o XXX oo
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 . e e
30 1999 . IR Y O RE R T e
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX oo
6. 2002 ... XXX XXX XXX .o XXX oo
Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto1998 ... L XXX XXX o XXX o [ e XXX ...
2.0 1998 . e e L e L e e
30 1999 e e e e e e
4, 2000 ... e e IR Y RE R T e
5. 2001 . e e BN R BN R e
6. 2002 ... T e T R
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX o] XXX oo XXX oo XXX ...
8. TOTAL (Lines2through 6) ......................ocon oo XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o XXX .o XXX ...




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.
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UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)
Medicare Supplement

Section A - Paid Claims

Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 e e
30 1999 . IR Y O RE R T
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX o
6. 2002 ... XXX XXX XXX .o XXX oo
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 . e e
30 1999 . IR Y O RE R T e
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX oo
6. 2002 ... XXX XXX XXX .o XXX oo
Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto1998 ... L XXX XXX o XXX o [ e XXX ...
2.0 1998 . e e L e L e e
30 1999 e e e e e e
4, 2000 ... e e IR Y RE R T e
5. 2001 . e e BN R BN R e
6. 2002 ... T e T R
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX o] XXX oo XXX oo XXX ...
8. TOTAL (Lines2through 6) ......................ocon oo XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o XXX .o XXX ...




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)
Dental Only
Section A - Paid Claims

Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 e e
30 1999 . IR Y O RE R T
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX o
6. 2002 ... XXX XXX XXX .o XXX oo
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 . e e
30 1999 . IR Y O RE R T e
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX oo
6. 2002 ... XXX XXX XXX .o XXX oo
Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto1998 ... L XXX XXX o XXX o [ e XXX ...
2.0 1998 . e e L e L e e
30 1999 e e e e e e
4, 2000 ... e e IR Y RE R T e
5. 2001 . e e BN R BN R e
6. 2002 ... T e T R
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX o] XXX oo XXX oo XXX ...
8. TOTAL (Lines2through 6) ......................ocon oo XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o XXX .o XXX ...




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)
Vision Only
Section A - Paid Claims

Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 e e
30 1999 . IR Y O RE R T
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX o
6. 2002 ... XXX XXX XXX .o XXX oo
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 . e e
30 1999 . IR Y O RE R T e
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX oo
6. 2002 ... XXX XXX XXX .o XXX oo
Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto1998 ... L XXX XXX o XXX o [ e XXX ...
2.0 1998 . e e L e L e e
30 1999 e e e e e e
4, 2000 ... e e IR Y RE R T e
5. 2001 . e e BN R BN R e
6. 2002 ... T e T R
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX o] XXX oo XXX oo XXX ...
8. TOTAL (Lines2through 6) ......................ocon oo XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o XXX .o XXX ...




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)
Federal Employees Health Benefits Plan Premiums
Section A - Paid Claims

Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PriOr e L L [
2. 1998 . e
3. 1999 .. IR O FX O REOR
4, 2000 .. XX o e
5. 200 XX XXX o
6. 2002 ..o [ XXX ... [ XXX [ XXX [ XXX oo |
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PriOr o L L [ L
2. 1998 .. e
3. 1999 .. IR O FX O REORE e
4, 2000 .. XX o e
5. 200 XX XXX oo
6. 2002 .. oL [ XXX ... [ XXX [ XXX [ XXX oo |
Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto 1998 ... XXX o [ XXX o XXX o [ e XXX ...
2. 1998 ..o e e e L L e L e e
3. 1999 . e e e e e e
4, 2000 ... e e IR Y RE R T e
5. 2001 . e e BN R BN R e
6. 2002 ... T e T R
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX o] XXX oo XXX oo XXX ...
8. TOTAL (Lines2through 6) ......................ocon oo XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX oo XXX XXX .o XXX .o XXX ...
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UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)
Title XVIII - Medicare

Section A - Paid Claims

Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 e e
30 1999 . IR Y O RE R T
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX o
6. 2002 ... XXX XXX XXX .o XXX oo
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 . e e
30 1999 . IR Y O RE R T e
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX oo
6. 2002 ... XXX XXX XXX .o XXX oo
Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto1998 ... L XXX XXX o XXX o [ e XXX ...
2.0 1998 . e e L e L e e
30 1999 e e e e e e
4, 2000 ... e e IR Y RE R T e
5. 2001 . e e BN R BN R e
6. 2002 ... T e T R
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX o] XXX oo XXX oo XXX ...
8. TOTAL (Lines2through 6) ......................ocon oo XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o XXX .o XXX ...




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)
Title XIX - Medicaid
Section A - Paid Claims

Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. POr . L 74602 (... (776) ..o (R75) oo [
2. 1908 . 595,330 | ..o 91,512 .. 155 .. (130) .o
3. 1999 L XXX o 804,177 ... 84,326 (... 505 ..o 250
4, 2000 .. XXX o XXX o 804,704 |................ 125870 ... 29,482
5. 200 o XXX oo XXX oo XXX o 688,909 |................. 53,194
6. 2002 ... XXX .o XXX .o XXX .o XXX oo 293,740
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
5 1. PHOr . 722458 ... 721321 721,046 ... 721,046 ... 721,046
| 2. 1908 . 689,072 ................ 687,236 |................ 686,997 |................ 686,867 |................ 686,867
%" 3. 1999 L XXX o 906,683 |................ 888,742 |................ 889,008 |................ 889,258
> 4, 2000 .. XXX oo XXX o 969,453 ... 961,440 |................ 960,056
> 5. 200 o XXX oo XXX oo XXX o TAB672| ... 742,396
= 6. 002 ... XXX .| XXX .| XXX .| XXX oo | 295,003
3
S Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
o 1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto1998 ... XXX o [ XXX o XXX o [ e XXX ...
2. 1998 .. 818912|............ 686,867 |............. 43620 (... 6. 730,487 | ..o 89 . i 730,487 | ..o 89
3. 1999 . 989,118|............ 889,258 ............. 44199 ... 5[ 933,457 | ..o 94 . e 933,457 | ... 94
4 2000 ... 1,072,956 |............ 960,056 |............. 48184 ... 5[ 1,008,240 |.................. 94| e 1,008,240 |................. 94
5. 2001 . 861,549 |............ 742108 |............. 45515 ... 6. 787,618 ... 9| 203 787911 | 91
6. 2002 ... 290,621 (............ 293,740(............. 14168 ................... 5[........... 307,908 |................. 106|.............. 1263 (... 309,171 ................. 106
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX oo 3,572,024 |............ 195,686 |...... XXX oo 3,767,710 ...... XXX .o 1,556 ... | 3,769,266 | ...... XXX ...
8.  TOTAL (Lines2through 6) ......................o.ccc | oo 4,033,156 |...... XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX ... XXX .o XXX . o] XXX ...




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

8Ui0 ¢i

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS (000 Omitted)

Other
Section A - Paid Claims
Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 e e
30 1999 . IR Y O RE R T
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX o
6. 2002 ... XXX XXX XXX .o XXX oo
Section B - Incurred Claims
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
1. PO o L e e
2. 1998 . e e
30 1999 . IR Y O RE R T e
4, 2000 ... U BN R A OB XX
B, 2001 L T T XX XXX oo
6. 2002 ... XXX XXX XXX .o XXX oo
Section C - Incurred Year Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7+8) Percent
1. Priorto1998 ... L XXX XXX o XXX o [ e XXX ...
2.0 1998 . e e L e L e e
30 1999 e e e e e e
4, 2000 ... e e IR FY RE R T
5. 2001 .. e e BN RS BN R
6. 2002 ... T T e R
7. TOTAL (Lines 1through 6) ..............ccooooviiiie] XXX o] XXX oo XXX oo
8. TOTAL (Lines2through 6) ......................ocon oo XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o ] XXX .o XXX ...
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€l

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS

1199. Totals (Lines 1101 through 1103 plus 1198) (Line 11 above)

1 2 3 4 5 6 7 8 9
Compre- Federal
hensive Employees Title Title
(Hospital & Medicare Dental Vision Health XVl XIX
Total Medical) Supplement Only Only Benefits Plan Medicare Medicaid Other
POLICY RESERVE

1. Unearned premium reServes ..............ocoeeeveveeeeiiieeeiiiiieenieeeee i e L e e e e e
2. Additional policy reserves (a) ...............ooooooo e e e e e L e e
3. Reserve for future contingent benefits ... e L e e L e e e
4, Reserve for rate credits or experience rating refunds (including

SRR for investmentincome ... e
5. Aggregate write-ins for other policy reserves ... [ e e e L e e
6. Totals (9ross) «.....oooeeeeiee e e e L e e
7. Reinsurance ceded ... e L e e
8. Totals (Net) (Page 3,Line4) ....................ccoooooo o e e L e

CLAIM RESERVE

9. Present value of amounts not yet due onclaims ... oo L e e L e e e
10. Reserve for future contingent benefits ... e L e e
11. Aggregate write-ins for otherclaimreserves ... RE A BRE B[ | e e
12. TOtalS (QroSS) ..o N O N E ...........................................................................................................
13. Reinsuranceceded ...............oooooo e R e B R [ [
14, Totals (Net) (Page 3,Line5) ... e Lo L T L L L L L
DETAILS OF WRITE-INS
0501 o L L L L L e L e
0502 o L L L L L L L e
0503 o L L L L L L L e
0598. Summary of remaining write-ins for Line 5 from overflow page .................{................o | e
0599. Totals (Lines 0501 through 0503 plus 0598) (Line 5above) ... Lo | e e
10T i e e | | | | e
1102 i e e | | | | e
1103 e i e | | | | e
1198.  Summary of remaining write-ins for Line 11 from overflowpage ...............| ..o | o e L e e

(a) Includes $.........c.c.... premium deficiency reserve.




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

1
Claim
Adjustment
Expenses

2
General
Administrative
Expenses

3

Investment
Expenses

Total

2,471,610
33,838,555

........... 685,737
........... 657,233
2,590,735
1,010,106
........... 447,581
3,535,371
2,020,212
1,200,176
........... 505,053

2,022,226
27,686,091

........... 561,057
........... 537,736
2,119,692
AAAAAAAAAAA 826,450
AAAAAAAAAAA 366,202
2,892,577
1,652,901
AAAAAAAAAAA 981,962
........... 413,225

4,493,836
61,524,646

1,246,794
1,194,969
4,710,427
1,836,556
AAAAAAAAAAA 813,783
6,427,948
3,673,113
2,182,138
........... 918,278

16,846,910
2,986,954

13,783,835
2,899,215
AAAAAAAAAAA 735,405

(a)....30,672,252
5,886,169
AAAAAAAAAAA 735,405

1. Rent ($......covvvee. for occupancy of own building) .......................
2. Salaries, wages and other benefits ...
3. Commissions (less $................ ceded plus $................ assumed) ...
4, Legal fees and €XPENSES ...
5. Certifications and accreditationfees ......................................
6. Auditing, actuarial and other consulting services ........................
7. Traveling EXPENSES .........ooiiiii e
8. Marketing and advertising .....................ccoo
9. Postage, express and telephone ..................cccooo
10. Printing and office Supplies ...
11. Occupancy, depreciation and amortization ...............................
12. Equipment ...
13. Cost or depreciation of EDP equipment and software ..................
14. Outsourced services including EDP, claims, and other services ...
15. Boards, bureaus and associationfees ....................................
16. Insurance, exceptonrealestate .........................
17. Collection and bank service charges ............................
18. Group service and administrationfees ....................................
19. Reimbursements by uninsured accident and health plans .............
20. Reimbursements from fiscal intermediaries ..............................
21. Real estate eXPeNSES ............uvwiiiiiiii
22. Real estatetaxes ...
23. Taxes, licenses and fees:

231  State and local insurance taxes .................................

232  State premiumtaxes ............cccooooiiiiiiiei

23.3  Regulator authority licenses andfees ...........................

234 Payrolltaxes ..o

235  Other (excluding federal income and real estate taxes) ......
24, Investment expenses not included elsewhere ...........................
25. Aggregate write-ins for eXpenses ...
26. Total expenses incurred (Lines 1t025) ......................ooooei
27. Add expenses unpaid December 31, prioryear .........................
28. Less expenses unpaid December 31, currentyear .....................
29. Amounts receivable relating to uninsured accident and health

Plans, Prior YT ...
30. Amounts receivable relating to uninsured accident and health

plans, CUMENt YEAT ..........cooiiii e
31. Total expenses paid (Lines 26 plus 27 minus 28 minus 29 plus 30) .
DETAILS OF WRITE-INS
20T
202
208
2598.  Summary of remaining write-ins for Line 25 from overflow page .....
2599. Totals (Lines 2501 through 2503 + 2598)(Line 25 above) .............
(a) Includes management fees of $......92,463,629 to affiliates and §................

14




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year
1. U.S. GOVerMENt DONAS ... @......... 767,022(............. 571,740
1.1 Bonds exempt from U.S. taX ... (@)oo
1.2 Other bonds (unaffiliated) ... (@)oo
1.3 Bonds of affiliates ... () oo
2.1 Preferred stocks (unaffiliated) ... (B
211 Preferred stocks of affiliates ... (B
2.2 Common stocks (unaffiliated) ... |
221 Common stocks of affiliates ....................... o e
3. Mortgage 0anS ... ©) oo
4, Real @State ... ).
5. CONTaCt I08NS ... e
6. Cash/short-term INVEStMENTS ... .. ©)....... 2,779,994 |.......... 2,536,910
7. Derivative INSIIUMENTS ... ()
8. Other iNVESIEA @SSEES ... e
9. Aggregate write-ins for iNVesStMeNnt iNCOME ... [ |
10. Total gross investment inCOMe ... 3,547,016|.......... 3,108,650
11. INVESIMENT BXPENSES ... e (¢) I 41,507
12. Investment taxes, licenses and fees, excluding federal income taxes ... (@i,
13. INEEIESE EXPENSE ... ().
14. Depreciation on real estate and otherinvested assets ... (W)
15. Aggregate write-ins for deductions from investmentincome ... 307,285
16. Total deductions (Lines 11 through 15) ... 348,792
17. Net Investment income (Line 10 minus Line 16) .....................oo 2,759,858
DETAILS OF WRITE-INS
0007 o
0002
0008
0998.  Summary of remaining write-ins for Line 9 from overflow page ......................oooo L
0999. TOTALS (Lines 0901 through 0903 plus 0998) (Line 9, above) ... L
1501.  Contractual INVeStMENt EXPENSE ... 272,916
1502.  Checking ACCOUNt FEES ... ... .. 34,369
L P
1598.  Summary of remaining write-ins for Line 15 from overflow page ...
1599. TOTALS (Lines 1501 through 1503 plus 1598) (Line 15, @bOVE) ... 307,285
(a) Includes §................ accrual of discount less §......... 513,714 amortization of premium and less §......... 229,028 paid for accrued interest on purchases.
(b) Includes §................ accrual of discount less $ amortization of premium and less $ paid for accrued dividends on purchases.
(c) Includes §................ accrual of discount less $ amortization of premium and less $ paid for accrued interest on purchases.
(d) Includes §................ for company’s occupancy of its own buildings; and excluding §................ interest on encumbrances.
(e) Includes §................ accrual of discount less §................ amortization of premium and less §................ paid for accrued interest on purchases.
(f) Includes §................ accrual of discount less $...... amortization of premium.
(9) Includes §................ investment expenses and §................ investment taxes, licenses and fees, excluding federal income taxes, attributable to segregated and
Separate Accounts.
(h) Includes §............... interest on surplus notes and §................ interest on capital notes.
(i) Includes§................ depreciation on real estate and $................ depreciation on other invested assets.
EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4 5
Net Gain (Loss)
from Change
in Difference
Between Basis
Realized Gain Increases Book/Adjusted
(Loss) on Sales | Other Realized | (Decreases) by | Carrying and
or Maturity Adjustments Adjustment | Admitted Values Total
1. U.S. Governmentbonds ...................ooooo (26,482) | ... | (26,482)
11 BondsexemptfromU.S.tax .................ooooo e e e
1.2 Otherbonds (unaffiliated) .......................ooo e e e
1.3 Bondsof affiliates ......................oo o L e L
2.1 Preferred stocks (unaffiliated) ........................ e e
2.11  Preferred stocks of affiliates ... L e
2.2 Common stocks (unaffiliated) ....................cccooooiiiioiii o L e
2.21  Common stocks of affiliates .............................ooo L L e
3. Mortgage l0ans ... e e e
4, Realestate ... e e e e
5. Contract10ans ... e e e
6. Cash/short-term investments ... e e
7. Derivative instruments ..o L e e
8. Otherinvested @ssets .............coooooooioiiiiiiiiiiiiiiiiieiiee L e e e
9. Aggregate write-ins for capital gains (10ss€S) ................ooooooo oo
10.  Total capital gains (10SS€S) ... (26,482) | ... | (26,482)
DETAILS OF WRITE-INS
0901 o e e e
0902 e e e
0903 e e e
0998. Summary of remaining write-ins for Line 9 from overflow page ....|.................. ||
0999. TOTALS (Lines 0901 through 0903 plus 0998) (Line 9, above) ... |.................. | | |




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

EXHIBIT 1 - ANALYSIS OF NONADMITTED ASSETS AND RELATED ITEMS

1 2 3
End End Changes for Year
of of (Increase) or
Current Year Prior Year Decrease

1. Summary of items Page 2, Lines 10to 13 and 151020, Column2 ... | 5,967,574 |....... 12,255,532 ........ 6,287,958
2. Other Nonadmitted Assets:

2.1 Bills receivable ... e e

2.2 Leasehold improvements ......... ... | [ e

2.3 Cash advanced to or in the hands of officersand agents .........................cooo | e

24 Loans on personal security, endorsed or not ................coooo e L

2.5 Commuted cCOMMISSIONS ...
3. Total (LINeS2.1102.5) ..o e
4, Aggregate write-ins for otherassets ...
5. TOTAL (Line 1 plus Line 3and i€ 4) ..ot [ 5,967,574]....... 12,255,532]........ 6,287,958
DETAILS OF WRITE-INS
0401 L e
0402 e e
0408 L e
0498.  Summary of remaining write-ins for Line 4 from overflow page ... o
0499. TOTALS (Lines 0401 through 0403 plus 0498) (Line 4 above) ............cooooviiiiiieiii i L

16
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Ll

EXHIBIT 2 - ENROLLMENT BY PRODUCT TYPE

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health Maintenance Organizations ..........................cooooiiiiiii | 288,358 ........ 283,463 1(........ 282,426 (. ... 1,727,303
2. Provider Service Organizations ... | e L e
3. Preferred Provider Organizations .............................ooo o L e
4, Point 0f SEIVICe ... e
5. Indemnity Only ... e e
6. Aggregate write-ins for other lines of business ........................ooo | e
7. TOTAL oo 288,358 ........ 283,463 ]........ 282,426 (... 1,727,303
DETAILS OF WRITE-INS
0801 e
0602 o
0603

0698. Summary of remaining write-ins for Line 6 from overflow page
0699. TOTALS (Lines 0601 through 0603 plus 0698) (Line 6 above)




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

EXHIBIT 3 - ACCIDENT AND HEALTH PREMIUMS DUE AND UNPAID

1
Name of Debtor

2
1 - 30 Days

3
31 - 60 Days

4
61 - 90 Days

5
Over 90 Days

6
Nonadmitted

7
Admitted

NONE

0599999 Accident and health premiums due and unpaid (Page 2, Line 10) ..|..................

8l
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61

EXHIBIT 4 - HEALTH CARE RECEIVABLES

1 2 3 4 5 6 7
Name of Debtor 1-30Days | 31-60Days | 61-90Days | Over 90 Days | Nonadmitted Admitted
Receivables not inidvidually listed
Scrip Pharmacy (Rx Rebate Administrator) ............................... | 4,821,014]...... 4821,014|..................
0499999 Total - Receivables not inidvidually listed ..o |, 4927 ... 1,269].......... 10,330 ... 173,786 ........ 173,786.......... 16,526
0599999 Health care receivables ............................ooo 4,927 |........... 1,269(.......... 10,330{...... 4,994,800]...... 4,994,800].......... 16,526
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EXHIBIT 5 - CLAIMS PAYABLE (Reported and Unreported)

Aging Analysis of Unpaid Claims

02

1 2 3 4 5 6 7
Account 1-30Days | 31-60Days | 61-90Days | 91-120 Days |Over 120 Days Total
0299999 Aggregate Accounts Not Individually Listed - Uncovered ............ | ... | [ Lo [
0399999 Aggregate Accounts Not Individually Listed - Covered ............... |[........ 312,611|.......... 83,351|.......... 23,315(.......... 44,007 ........ 416,540(........ 879,824
0499999 Subtotals ... 312,611.......... 83,351 (... 23,315|.......... 44.007]........ 416,540 ........ 879,824
0599999 Unreported claims and Other Claim FESEIVES ... | 676,561
0699999 Total Amounts WIthNeId ... ... .
0799999 Total Claims Payable ... 1,556,385
0899999 Accrued Medical INCENtIVE POOI ... ...
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EXHIBIT 6 - AMOUNTS DUE FROM PARENT, SUBSIDIARIES AND AFFILIATES

(X4

1 2 3 4 5 6 Admitted
7 8

Name of Affiliate 1-30Days | 31-60Days | 61-90Days | Over 90 Days | Nonadmitted Current Non-Current
Individually listed receivables
BlueCross BlueShield of Tennessee ..............ccooovvieeiiiiiiiic | 4,058,882 | ... e e 4,058,882|..................
0199999 Total - Individually listed receivables ....................................|...... 4,958,882 | ..o e 4,958,882 |..................
0299999 Receivables not inidvidually listed ..........................oooooo o e e
0399999 Total gross amounts receivable ....................................... ... 4,958,882 | ..o e e 4,958,882 |..................
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EXHIBIT 7 - AMOUNTS DUE TO PARENT, SUBSIDIARIES AND AFFILIATES

(44

1 2 3 4 5
Affiliate Description Amount Current Non-Current
Individually listed payables
BlueCross BlueShield of Tennessee ............................ Admin/FIT . 5,134,634 |........ 5,134,634 |.....................
0199999 Total - Individually listed payables ...................| ... XXX oo L 5,134,634........ 5,134,634 ... ...
0299999 Payables not individually listed .......................|..................... XXX
0399999 Total gross payables ...........................o | XXX o 5,134,634 ]........ 5,134,634 |.....................
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EXHIBIT 8 - PART 1 - SUMMARY OF TRANSACTIONS WITH PROVIDERS

€¢c

1 2 3 4 5 6
Column 1 Column 1
Direct Medical |  Column 1 Total Column 3  [Expenses Paid | Expenses Paid

Payment Expense asa% Members asa% to Affiliated  [to Non-Affiliated

Method Payment of Total Covered of Total Providers Providers
Capitation Payments:
1. Medical groups ..........ooooii 3,584,736|........... 0944 | ... 3,584,736
2. INtermMedianies . ... ..o ... 77,256,723 .......... 20342 | ... 17,256,723
3. All otherproviders ... 1,079,901 |........... 0284 ..o 1,079,901
4. Total capitation payments ... ... 81,921,360].......... 21570 . .... 81,921,360
Other Payments:
5. Fee-for-service ... XXX ... XXX oo
6. Contractual fee payments ...................... ...265,105,335{.......... 69.8031..... XXX .. ... XXX oo 265,105,335
7. Bonus/withhold arrangements - fee-for-service ... L XXX ... XXX oo
8. Bonus/withhold arrangements - contractual fee payments ....................... ... 32,765,828 ........... 8.627]..... XXX ... XXX oo . 32,765,828
9. Non-contingent salaries .................coooooo e L XXX XXX
10. Aggregate costarrangements ... e XXX ... XXX
11. All other payments ... XXX XXX
12. Total other payments ... ...297,871,163]|.......... 78.430]..... XXX ... XXX oo ...297,871,163
13. Total (Line 4 plus Line 12) ... .. ... 379,792,523 |........ 100.000{..... XXX |... XXX .o ... 379,792,523

EXHIBIT 8 - PART 2 - SUMMARY OF TRANSACTIONS WITH INTERMEDIARIES

2

Name of
Intermediary

3

Capitation
Paid

4

Average Monthly
Capitation

5
Intermediary’s
Total Adjusted

Capital

6
Intermediary’s
Authorized Control
Level RBC

PCS Health Systems ........................
FirstHealth ...
Tennessee Health Partnership ............................
East Tennessee CHA ...
Southeast CHA ...
Northeast Community Service .............................
Upper Cumberland CHA ...
South Central CHA ...
Mid Cumberland CHA ...
Memphis & Shelby County CHA .........................
Nashville & Metropolitan CHA .............................
Northwest CHA ...,
Southwest CHA ...
Pharmacy Refunds (State of Tennessee) ...............
ScripPharmacy ...

.... 83,319,802
......... 98,117

.......... 6,943,317
.............. 32,706
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EXHIBIT 9 - FURNITURE, EQUIPMENT AND SUPPLIES OWNED

ve

@0 A~ WD~

1 2 3 4 5 6
Book Value Assets Net
Accumulated Less Not Admitted
Description Cost Improvements | Depreciation |Encumbrances| Admitted Assets
Administrative furniture and equipment .................... e e e
Medical furniture, equipmentand fixtures .............................. e

Pharmaceuticals and surgical supplies ..................... K| £ N RI L | ...
Durable medical equipment ............................oeeeeeeeeeeeeee . I QR BN LI

Other property and equipment ...

TOMBl .o [ [
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Notes to Financial Statement

1. Summary of Significant Accounting Policies

A.

Accounting Practices

The financia statements of Volunteer State Health Plan, Inc. (VSHP) (The Company) are presented on the basis
of accounting practices prescribed or permitted by the Tennessee Department of Commerce and Insurance
(TDCI).

The TDCI, TennCare Division, recognizes only statutory accounting practices prescribed or permitted by the
State of Tennessee for determining and reporting the financial condition and results of operations of an insurance
company, for determining its solvency under the Tennessee Insurance Law. The National Association of
Insurance Commissioners’ (NAIC) Accounting Practices and Procedures manual, version effective January 1,
2002, (NAIC SAP) has been adopted as a component of prescribed or permitted practices by the State of
Tennessee. The Commissioner of Insurance has the right to permit specific practices that deviate from prescribed
practices.

The Company, at the direction of the Commissioner of Insurance of the State of Tennessee, records premium and
claims equivalents for the uninsured Exigency period (July 1, 2000 — June 30, 2001), instead of reporting the net
gain/(loss) in the general administrative expense line of the current year column as required by NAIC SAP. If
premium equivalents were not recorded, revenues would be decreased (622,732) and claims would be decreased
(1,652,337) YTD. The Exigency agreement with the State allowed V SHP to retain 1/3 of any gain and the State
to receive 2/3 of any gain. The State covers any claims losses. A cash settlement of $55,681,476 was made on
December 20, 2002 for the 2/3 calculated gain settlement plus all December 2001 thru November 2002 activity.
The December 2002 activity is recorded as an aggregate write-in liability (Exigency Post Settlement Activity)
payable to the State of Tennessee.

The TDCI, TennCare Division, allows a permitted practice of admitting the most current 90 days of Health Care
Receivables (per Tennessee Code Annotated (TCA) 856-32-212 (@) 5D).

B. Use of Estimates in the Preparation of the Financial Statements

The preparation of financial statementsin conformity with Statutory Accounting Principles requires management

to make estimates and assumptions that affect the reported amounts of assets and liabilities. It also requires

disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the period. Actual results could differ from those estimates.
C.  Accounting Policy

Health premiums and administrative fees are recorded based on remittance information from the State of

Tennessee. Accrued medical claims and related expenses (hospitalization and other outside medical services)

include amounts reported in process of adjustment and an estimate of costs incurred but not reported. These

reserves are estimated using historical lag patterns and cost and enrollment trends.

In addition, the company uses the following accounting policies:

(1)  Short-term investments are stated at amortized cost.

(2) Bondsnot backed by other loans are stated at amortized cost using the scientific amortization method.

(3) The company does not hold common stock.

(4)  The company does not hold preferred stock.

(5) The company does not hold mortgage loans.

(6) The company does not hold |oan-backed securities.

(7)  The company does not hold investments in subsidiaries, controlled and affiliated companies.

(8) The company does not have minor ownership interestsin joint ventures.

(99  The company does not carry derivatives.

(10) The Company used anticipated investment income as a factor in the premium deficiency calculation.

(11) Unpaid claims and claims adjustment expenses include estimates based on past experience for claims
incurred but not reported. Such liabilities are necessarily based on assumptions and estimates and while
management believes the amount is adequate, the ultimate liability may be in excess of or less than the
amount provided. The methods for making such estimates and for establishing the resulting liability are
continually reviewed and any adjustments are reflected in the period determined.

2. Accounting Changes and Corrections of Errors

25
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Notes to Financial Statement

Disclosure of material changes in accounting principles and/or correction of errors.
Not Applicable
Initial Implementation of Codification:

The Company prepares its statutory financial statements in conformity with accounting practices prescribed or
permitted by the State of Tennessee. Effective January 1, 2001, the State of Tennessee required that insurance
companies domiciled in the State of Tennessee prepare their statutory basis financial statements in accordance
with the NAIC Accounting Practices and Procedures manual - Version effective January 1, 2001 subject to any
deviations prescribed or permitted by the State of Tennessee Insurance Commissioner.

Accounting changes adopted to conform to the provisions of the NAIC Accounting Practices and Procedures
manual - Version effective January 1, 2001 are reported as changes in accounting principles. The cumulative
effect of changes in accounting principlesis reported as an adjustment to unassigned funds (surplus) in the period
of the change in accounting principle. The cumulative effect is the difference between the amount of capital and
surplus at the beginning of the year and the amount of capital and surplus that would have been reported at that
date if the new accounting principles had been applied retroactively for al prior periods. During the 2001 year,
SSAP 84 was adopted allowing the admission of the most current quarter of Pharmacy Rebates receivable. Also,
the TDCI, TennCare Division, alowed a permitted practice of admitting the most current 90 days of Health Care
Receivables. The Company reported a change of accounting principle, as an adjustment that decreased
unassigned funds (surplus), in the amount of $ 7,517,047 as of January 1, 2001 related to health care receivables
and deferred tax assets.

3. Business Combinations and Goodwil |

A.

Statutory Purchase Method
Not Applicable

Statutory Merger

Not Applicable
Impairment Loss

Not Applicable

4, Discontinued Operations

Not Applicable

5. Investments

A.

Mortgage Loans

Not Applicable

Debt Restructuring

Not Applicable

Reverse Mortgages

Not Applicable
Loan-Backed Securities
Not Applicable
Repurchase Agreements

Not Applicable

6. Joint Ventures, Partnerships and Limited Liability Companies

Not Applicable

7. Investment | ncome

A.

B.

No investment income due and accrued was excluded from surplus.

The total amount excluded was $ 0.
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Notes to Financial Statement

8. Derivative I nstruments
Not Applicable
9. Income Taxes

A.  Thecomponents of the net deferred tax asset/liability) at December 31 are asfollows:

2002 2001
(1)Total of all deferred tax assets (admitted and nonadmitted)  $2,675,046 $5,794,218
(2)Total of all deferred tax liabilities 0 0
(3)Total deferred tax assets nonadmitted in accordance with
SSAP No. 10, Income Taxes $972,774 $1,271,867
(4)Total of all DTAsadmitted [(1)-(2)-(3)], no lessthan zero  $1,702,272 $4,522,351
(5)Increase (decrease) in deferred tax assets nonadmitted (299,093) $1,271,867

B. Deferred tax liabilities are not recognized for the following amounts:

(1) Policyholder Surplus - Not Applicable
(2) Foreign Subsidiaries - Not Applicable

C.  Current income taxes incurred consist of the following major components:

2002 2001
Current Tax Expense $(8,396,968) $4,412,156
0199. Current income taxes incurred $(8,396,968) $4,412,156

The main components of the 2002 deferred tax amounts are as follows:

DTAs Statutory Tax Difference Tax Effect
Loss Reserve Discounting $(1,556,384)  $(1,513,765) $42,619 $14,917
Receivables $16,526 6,166,894 6,150,368 2,152,629
Contingency (1,450,000) 0 1,450,000 507,500
0299. Total DTAs (2,989,858) 4,653,129 7,642,987 2,675,046
0399. DTAs nonadmitted $(1,433,474) $1,345,880 $2,779,354 $972,774
DTLs Statutory Tax Difference Tax Effect
0499. Total DTLs 0 0 0 0

The changesin main components of DTAsand DTLs are as follows:

DTAs Resulting from book/tax differencesin 2002 2001 Change
Loss Reserve Discounting $14917 $ 940,832  $(925,915)
Receivables 2,152,629 4,853,386 (2,700,757)
Contingency 507,500 0 507,500
0599. Total DTAS 2,675,046 5,794,218  (3,119,172)
0699. DTASs nonadmitted $972,774 $1,271,867  $(299,093)
DTL s Resulting from book/tax differencesin 2002 2001 Change
0799. Total DTLs 0 0 0

D. Among the more significant book to tax adjustments were the following:

Amount Tax Effect

01. Income before taxes $(20,863,472)  $(7,302,215)

02. Loss Reserve Discounting (2,850,282) (997,599)

03. Contingency 1,450,000 507,500

04. Receivables (1,727,584) (604,654)

0399. Total Adjustments (3,127,866) (1,094,753)

0499. Taxable Income (23,991,338) (8,396,968)

E. (1) Operating loss and tax credit carry forwards

Not Applicable

(2) The following are income taxes incurred in the current and prior years that will be available for recoupment
in the event of future net losses:

2002
2001
2000

888
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10.

11.

12.

Notes to Financial Statement

Q) The Company’ s federal Income Tax return is consolidated with the following
entities:

BlueCross BlueShield of Tennessee, Inc.
Tennessee Health Care Network, Inc.

Golden Security Life Insurance Company, Inc.
Group Insurance Services, Inc.

Advanced Insurance Services, Inc.

Southern Diversified Business Services, Inc.

(2) The method of tax allocation between members of the affiliated group is subject to written agreement,
approved by the Board of Directors. Allocation is based upon a percentage calculation. Intercompany tax
balances are settled monthly.

Information Concerning Parent, Subsidiaries and Affiliates

A. The Company isawholly owned subsidiary of BlueCross BlueShield of Tennessee, Inc. (The Parent).

B. The Company has an administrative service agreement with the Parent, which delegates the performance of
administrative services to the Parent in exchange for afee. A tax sharing agreement also exists and is allocated on
a percentage calculation. These amounts are booked and settled on a monthly basis.

C. The Company paid $93,583,714 and $93,360,539 in 2002 and 2001 to the Parent for services performed under the
administrative services agreement. The Company returned $20,725,000 in contributed capital, with the permission
of the TDCI, to the Parent during 2002.

D. At December 31, 2002, the Company reported $175,752 as amounts due to the Parent. At December 31, 2001, the
Company reported $1,010,816 as amounts due from the Parent. These amounts are settled monthly.

E. Guarantees or undertakings for the benefit of an affiliate
Not Applicable

F. The Company has an administrative services contract with The Parent, under which the Parent receives a fee to
provide all administrative services.

G. All outstanding shares of the Company are owned by the Parent, BlueCross BlueShield of Tennesseg, Inc., an
insurance holding company domiciled in the State of Tennessee.

H. Amount deducted from the value of an upstream intermediate entity
Not Applicable

I.  Investment in SCA in excess of 10% of admitted assets
Not Applicable

J.  Investment in impaired SCA entity
Not Applicable

Debt

A. Capital Notes
Not Applicable

B. All Other Debt
Not Applicable

Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other
Postretirement Benefit Plans

The Company has no employees. All personnel services are provided by employees of the Parent through an
administrative service agreement. The Parent pays all compensation and funds benefit and retirement plans. All
disclosures of retirement plans are included in the Parent’ s annual statement.

A.

Defined Benefit Plan
Not Applicable
Defined Contribution Plan

Not Applicable
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13.

14.

Notes to Financial Statement

Multiemployer Plans:

Not Applicable

Consolidated/Holding Company Plans

Not Applicable

Postemployment Benefits and Compensated Absences

Not Applicable

Capital and Surplus, Shareholders' Dividend Restrictions and Quasi-Reorganizations.

)

@
©)

(4)

(5)

(6)

(@)

®)

©

(10)

(11)

(12)

The Company has 1,000 shares authorized, 1,000 shares issued and outstanding of common stock. Par or
Stated value is $100 per share.

The Company has no preferred stock outstanding.

In accordance with Tennessee Code Annotated (TCA) 856-11-206(b) the maximum amount of dividends
which can be paid by State of Tennessee insurance companies to shareholders without prior approval of the
Insurance Commissioner is subject to restrictions relating to the greater of ten percent (10%) of net worth of
the preceding December 31 or the net gain from operations for the preceding year. The company may
currently pay dividends of $6,469,586 to the Parent based on the 2001 net worth.

Within the limitations of (3) above, there are no other restrictions placed on the portion of Company profits
that may be paid as ordinary dividendsto stockholders.

The State of Tennessee requires the Company to hold a statutory deposit. The Company’s statutory deposit
equaled $5,550,000 at 12/31/02. Note 27 provides the detail of this calculation.

For mutuals, total amount of advances to surplus not repaid
Not Applicable

Total stock held for special purposes

Not Applicable

Description of changesin any specia surplus fund

Not Applicable

The portion of unassigned funds (surplus) represented or reduced by each item below is as follows:

a. unrealized gainsand losses:.  Not Applicable
b. nonadmitted asset values: $ 5,967,574

C. separate account business Not Applicable
d. asset valuation Not Applicable
e. provision for reinsurance: Not Applicable

The Company issued no surplus debentures or similar obligations.
Impact of the restatement in a quasi-reorgani zation

Not Applicable

Effective date of a quasi-reorganization

Not Applicable

Contingencies

A.

Contingent Commitments
Not Applicable
Assessments

Not Applicable

Gain Contingencies

Not Applicable

All Other Contingencies
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15.

16.

17.

18.

Notes to Financial Statement

Various lawsuits against the Company have arisen in the course of the Company’s business. Contingent liabilities
arising from litigation, income taxes and other matters are not considered materia in relation to the financial
position of the Company.

Leases

A. Disclosuresrelated to lessee leasing arrangements
Not Applicable

B. Disclosures related to lessor leasing arrangements
Not Applicable

Information About Financial Instruments With Off-Balance Sheet Risk And Financia Instruments With Concentrations
of Credit Risk

(1) The Company has no financial instruments with off-balance sheet risk.
(2) The Company does not use swaps, futures or options.

(3) The Company has no financial instruments with off-balance sheet risk, and no counterparty exposure.
(4) The Company has no financial instruments subject to credit risk and therefore is not required to post collateral.
Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

A.  Transfers of Receivables Reported as Sales
Not Applicable

B.  Transfer and Servicing of Financial Assets
Not Applicable

C. Wash Sdes
Not Applicable

Gain or Lossto the Reporting Entity from Uninsured A& H Plans and the Uninsured Portion of Partialy Insured Plans

A. ASO Plan:

TennCare Select, effective July 1, 2001, and the Stabilization Plan, effective July 1, 2002, are ASO arrangements
with the State. The administrative fees received are equivalent to the expenses recorded. Per an Administrative
Service Agreement, these expenses are paid to the Parent, who records any gain or (10ss) on their books.
Tenncare Select is reported on the supplemental income statement (Report #2A, p. 5.2). The Stabilization Planis
reported on the supplemental income statement (Report #2A, p. 5.3) All assets related to TennCare Select and the
Stabilization Plan are reported in their appropriate categories on the balance sheet. (Note that pharmacy rebate
receivables are shown on line 16 of the Assets page.) All liabilities for the ASO plans are netted on page 3, line
16 in the category labeled “ Liability for amounts held under uninsured accident and health plans’, excluding any
‘due to/from’ transacations occurring between the ASO, insured business, and the Parent.

The gain from operations from Administrative Services Only (ASO) uninsured plans and the uninsured portion of
partially insured plans was as follows during 2002:

) ) ©)
Uninsured
ASO Portion of
Uninsured  Partially Insured Total
Plans Plans ASO
Net reimbursement for Administrative
Expenses (including Administrative Fees)
In excess of actual expenses $0 $0 $0
Total Net Other Income or Expenses
(including interest paid to or received from
plans) 0 0 0
Net Gain or (Loss) from operations 0 0 0
Total Claims Payment Volume $701,849,002 0 $701,849,002

B. ASCPan
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C.

Notes to Financial Statement

Medicare or Other Similarly Structured Cost Based Reimbursement Contract:

Not Applicable

19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators.

Not Applicable

20. Other Items

A.

uarter
12/31/02
9/30/02
6/30/02
3/31/02
12/31/01
9/30/01
6/30/01
3/31/01
12/31/00
9/30/00
6/30/00
3/31/00

Extraordinary Items
Not Applicable
Troubled Debt Restructuring

Not Applicable

Other Disclosures

Assets in the amount of $5,550,000 and $6,600,000 at December 31, 2002 and 2001, respectively, were on
deposit with government authorities or trustees as required by law.

The Company elected to use rounding in reporting amounts in the statement.

Pharmacy payments are reported on Line 2 of Exhibit 8, per discussions with the Department of Insurance,
TennCare Division. Because our pharmacy arrangement does not ‘fit'" any of the line descriptions, the State felt
that this would be the best reporting option. Pharmacy is not capitated. The Company does have a closed
formulary for drugs. Drugs are reimbursed at average wholesale price less discount and are eligible for rebates.
Uncollectible premium balances

Not Applicable

Reinsurance Accounted for as a Deposit

Not Applicable

Multiple Peril Crop Insurance

Not Applicable

Mezzanine Red Estate Loans

Not Applicable

Health Care Receivables

(1) Pharmaceutical Rebate Receivables

Pharmacy rebate receivables are based on pharmacy utilization during the quarter as well as past experience of
rebates received. The Company began recording a pharmacy rebate receivable at inception. Confirmations are
received on a6 to 7 month lag. The chart below begins with the first quarter 2000 receivable for the Company
and is prepared on an incurred basis.

Actua
Actual Actual Rebates
Estimated Rebates Rebates Collected
Pharmacy Collected Collected More Than
Rebates as Pharmacy  Within 90 Within 91 to 180 Days
Reported on  Rebatesas  Days of 180 Days of After
Financia Invoiced/  Invoicing/ Invoicing/ Invoicing/
Statements Confirmed Confirmation  Confirmation  Confirmation
3,798,872
0
3,685,177 3,567,551 2,140,531
3,480,623 3,133,657 1,880,194 1,253,463
3,108,329 3,298,554 1,979,132 1,319,422
2,968,555 2,647,211 1,588,326 1,111,140
4,506,686 5,703,351 3,422,010 2,281,340 (33,133)
2,325,298 4,609,875 2,765,925 1,873,498
3,061,124 4,783,820 2,870,292 1,913,528 (614)
2,400,000 4,592,988 2,755,793 1,959,911 (2,226)
5,199,999 7,725,705 4,635,423 3,090,282 62,947
4,470,000 5,851,283 3,510,770 2,834,149 187,875

25.6



sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

Notes to Financial Statement

(2) Risk Sharing Receivables
Not Applicable
I.  September 11 Events
The Company has not incurred material losses as aresult of the September 11 events.
J. Rea Estate
Not Applicable
K. Participating Policies
Not Applicable
L. Premium Deficiency Reserves
Not Applicable
M. Intercompany Pooling Arrangements
Not Applicable
N. Business Combinations and Goodwill — Assumption Reinsurance
Not Applicable
O. Noncash Transactions
Not Applicable
21. Events Subsequent
Not Applicable
22. Reinsurance
A. Unsecured Reinsurance Recoverables
Not Applicable
B. Reinsurance Recoverable in Dispute
Not Applicable
C. Reinsurance Assumed and Ceded
Not Applicable
D. Uncollectible Reinsurance
Not Applicable
E. Commutation of Ceded Reinsurance
Not Applicable
F. Retroactive Reinsurance
Not Applicable
23. Retrospectively Rated Contracts
A.  The Company does not accrue retrospective premium adjustments.
B. No premiums are subject to retrospective rating.

24, Salvage and Subrogation
Not Applicable
25, Change in Incurred Claims and Claim Adjustment Expenses

The estimate of insured incurred claims for loss years 2001 and prior has decreased by $7.4 million as reflected in the
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26.

27.

Notes to Financial Statement

decrease in the reserve estimate from $90.6 million as reported in 2001 to $83.2 million as re-estimated in 2002. This
decrease is generally the result of actual payments being less than originally projected based on historical patterns of the
trends in medical costs principally on group medical lines of insurance. Original estimates are increased or decreased,
as additional information becomes available. There are no retrospectively rated policies. Adjustments are made to the
reserve estimate for claim adjustment expenses as information becomes available.

Organization and Operation

The Company, a Tennessee corporation, is a wholly-owned subsidiary of BlueCross BlueShield of Tennessee (the
Parent). The Company markets its services under the BlueCare and TennCare Select (ASO) trade names. The
Company provides services to Medicaid eligible, Uninsured and Uninsurable members, for which the State determines
digibility. Effective July 1, 2001, the BlueCare business became subject to risk per an amendment to the Contractor
Risk Agreement with a $33M limitation. The maximum membership was reduced to 300,000 and the service area was
limited to the East Grand Region (First Tennessee, East Tennessee, Southeast, Knox and Hamilton service areas).
TennCare Select, an ASO product effective July 1, 2001, covers the statewide population of children in State custody,
children with SSI, Out-of-State members, MCO overflow and non-responsive members. Effective July 1, 2002, at risk
TennCare business for all MCO’ s was converted to ASO arrangements. The contracts for both TennCare Select and the
Stabilization Plan are effective through December 2003.

The Company, a health maintenance organization (HMO) licensed and operating in the State of Tennessee, was formed
to provide comprehensive health care services, including inpatient and outpatient care, to enrollees of the State
TennCare™ Program. The Company assigns enrollees to a primary care manager (PCM). Surplus sharing incentives
are available to PCM’s who reach predetermined levels including quality of care and accessibility and are subject to
results of operations for each CSA and the Company as awhole.

Minimum Net Worth

Under the laws of the State of Tennessee, the Company must maintain the larger of the minimum net worth of
$1,500,000 or 4% of the first $150,000,000 in premiums and 1.5% of premiums in excess of $150,000,000 as reported
on the most recent annual statement filed with the TDCI. The statutory reserve was calcul ated as follows:

Net premium revenue at 12/31/01  $150,000,000 711,548,883
X4% x1.5%
6,000,000 Plus 10,673,233 =16,673,233

The Company’s net worth at 12/31/02 is $34,673,137 which complies with the minimum required reserves.

The State of Tennessee also requires the Company to provide a statutory deposit based on an initial $900,000
requirement and an additional $100,000 for each $10,000,000 in premiums over $20,000,000 and less than
$100,000,000. An additional $50,000 is required for each $10,000,000 in premiums over $100,000,000.

The statutory deposit was calculated as follows:

Total Premiums Deposit
Net premium revenue at 12/31/01 $861,548,883
Initial requirement $900,000
Premiums over $20M
But less than $100M 100,000,000 800,000
Premiums over $100M 761,548,883 3,850,000
Tota $861,548,883 5,550,000

The Company’s statutory deposit at 12/31/02 equaled $5,550,000.
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This is a work paper page containing "Electronic" data.
(Do NOT include this page in your Annual Statement that is filed).

NOTES TO FINANCIAL STATEMENT

Total of all deferred tax assets (admitted and nonadmitted)
Total of all deferred tax liabilities
Total deferred tax assets nonadmitted in accordance with SSAP No. 10, Income Taxes
Total of all deferred tax assets
Increase (decrease) in deferred tax assets nonadmitted

S

ELECTRONIC DATA
Note 1
(1) () ()
Description 2002 2001
01A01 Net Income - State Basis ... ||
01A04 Net Income, NAIC SAP ... e
01A05 Statutory Surplus State Basis ...............ccccoiiiiiiiiiiiiii L
01A08 Statutory Surplus, NAICSAP ... |
Note 4
(1)
Description Amount
Assets
405A.  LINE 5 - Cash ... [
405B.  LINE 23 - TOTALS ..o it [
Liabilities, Surplus and Other Funds
405C. Line 18 - TOTAL Liabilies ..........ooviiiiiii e [
405D. Line 26 - Total Capital and SUIPIUS ...
405E.  LINE 27 - TOTAL ..o [
Statement of Revenue and Expenses
405F.  LINE 2 - PrEMIUMS ..o
405G. Line 20 - Increase in aggregate reserves for accident & health (current year less prioryear) ...............cooooooioiiioiiiii |
405H. Line 29 - Federal and foreign incOMe taXeS INCUITEA ...
4051.  Line 24 - Net realized capital gains (I0SSES) ...
405J. LN B0 - NBE INC0ME . [
Notes 5A & 5B
(1) (2)
Description Current Year Prior Year
5A. Mortgage Loans
4.  Asof year end, the Company held mortgages with interest more than 180 days past due
with a recorded investment, excluding accrued interest ..................oooooo [
A.  Total interest due on mortgages with interest more than 180 days pastdue ..............| ..o |
5. Taxes, assessments and any amounts advanced and not included in the mortgage loan total |....................... [
6. Current year impaired loans with a related allowance for credit [0SSeS ... | o
A.  Related allowance for credit [0SSeS .............cccoovivveiiiiii [
7. Impaired Mortgage loans without an allowance for credit [0SSeS ... |
8. Average recorded investment in impaired 10ans ..................oooo e e
9. Interest income recognized during the period the loans were impaired ... | o
10.  Amount of interest income recognized on a cash basis during the period the loans were
IMPAINEA ...
5B. Debt Restructuring
1. The total recorded investment in restructured loans, asof yearend .....................ooo | [
2. The realized capital losses related tothese loans ........................cooo e e
3. Total contractual commitments to extend credit to debtors owning receivables whose terms
have been modified in troubled debt restructurings .................... L
4. The Company accrues interest income on impaired loans to the extent it is deemed
collectible (delinquent less than 90 days) and the loan continues to perform under its
original or restructured contractual terms. Interest income on non performing loans is
generally recognized on a cash basis
5. Allowance for credit losses:
A.  Balance at beginning of period ...
B.  Additions charged to operations ... L
C. Direct write-downs charged against the allowances ....................ccoooiiiiiii oo [
D.  Recoveries of amounts previously charged off .........................
E. Balanceatendof period ............................
Note 9A
Desctiption (1) (2)
2002 2001
9A. The components of the net deferred tax asset/(liability) at December 31 are as follows:
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NOTES TO FINANCIAL STATEMENT (Continued)

Note 9C1
(1) @ ©)
Description 2002 2001
09C0199 Total - Current Income Taxes Incurred .........................ooo e
Note 9C2
(1) @ ©) ) ()
Description Statutory Tax Difference Tax Effect
09C0299 Total -DTAS ...
Note 9C3
(1) @ ©) 4
Description Statutory Tax Difference Tax Effect
9C. The main components of the 2002 deferred tax amounts
are as follows:
3. DTAsnonadmitted .................ccoooooii i [ e
Note 9C4
(1) (2) () (4) (5)
Description Statutory Tax Difference Tax Effect
09C0499 Total -DTLs ... |
Note 9C5
(1) @ @) (4)
Description 2002 2001 Change
09C0599 Total - DTAS ... | L [
Note 9C6
(1) (2) ()
Description 2002 2001 Change
The changes in main components of DTAs and DTLs are as follows:
6. DTAsnonadmitted ...................cooooi i [ [
Note 9C7
(1) @ ©) (4)
Description 2002 2001 Change
09C0799 Total - DTLS ... L L [
Notes 9D1 & 9D2
(1) (2)
Description Amount Tax Effect
9D. Among the more significant book to tax adjustments were the following:
1. InCOME DEfOrE tAXES ... ... |
2. BOOKOVErtaX reSerVes ... L [
Note 9D3
(1) @ ©)
Description Amount Tax Effect
09D0399 Total - Adjustments ... [
Note 9D4
(1) (2)
Description Amount Tax Effect
4, Taxable INCOME ... [ [
Note 9E2
(1)
Year Amount
2. The following are income taxes incurred in the current and prior years that will be available for recoupment in the event
of future net losses:
A 2002 e L
B. 2001 L L
Co 2000 ... L
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NOTES TO FINANCIAL STATEMENT (Continued)

Note 10E
(1)
Description Amount
10E.  Any guarantees or undertakings, written or otherwise, for the benefit of an affiliate or related party that result in a
material contingent exposure of the reporting entity’s or any related party’s assets or liabilities ............................... |
Note 12A
Pension Benefits Other Benefits
(1) () 3) (4)
Desctiption 2002 2001 2002 2001
12A.  Defined Benefit Plan: The Company sponsors non-contributory
defined benefit pension plans covering U.S. Employees. As of
December 31, 2002, the Company accrued in accordance with
actuarially determined amounts with an offset to the pension cost
accrual for the incremental asset amortization. A summary of
assets, obligations and assumptions of the Pension and Other Post
retirement Benefit Plans are as follows at December 31, 2001 and
2002:
1. Change in benefit obligation
A.  Benefit obligation at beginning of year ...
B.  Servicecost ... e e
C. Interestcost ... e
D.  Contribution by plan participants ........................... e e e
E.  Actuarial gain (I0SS) ..............cccccooiiiiii e e e
F.  Foreign currency exchange rate changes e e e
G. Benefitspaid ......................ooooo e e e
H.  Planamendments ... [ [ [ e
| Business combinations, divestitures, curtailments,
settlements and special termination benefits ..............{ ... | e
J. Benefitobligationatendof year ....................... [
2. Change in plan assets
A.  Fairvalue of plan assets at beginning of year .............|......... [
B. Actualreturnonplanassets .................cooooo o e e
C.  Foreign currency exchange rate changes e e e
D.  Employer contribution .......................... e e e
E.  Plan participants’ contributions .............................. e e
F.  Benefitspaid ... e e
G. Business combinations, divestitures and settlements ....[...............o | e
H.  Fairvalue of planassetsatendofyear....................|............o | Lo
3. Funded status
A.  Unamortized prior service cost ................coooooii o L e
B.  Unrecognized net gain or (10SS) ...........ccooooooeeiiii | | |
C.  Remaining net obligation or net asset at initial date of
application ... e e e
D. Prepaid assets or accrued liabilities ........................ e e e
E. Intangibleasset................. e [ e
4. Benefit obligation for non-vested employees .....................| oo Lo [
5. Components of net periodic benefit cost
A ServiCe CoSt .......oooiii e e e
B. Interestcost............... e [ [
C. Expectedreturnonplanassets .....................ooooooo | [
D.  Amortization of unrecognized transition obligation or
transitionasset ... e e
E.  Amount of recognized gains and 10SSES ...............oooo | oo [ e
F.  Amount of prior service cost recognized ..................o | [ e
G.  Amount of gain or loss recognized due to a settlement
orcurtailment ... e e
H.  Total net periodic benefit cost ... e e
7. Weighted-average assumptions as of December 31
A, Discountrate ... | L e [
B.  Rate of compensationincrease ......................cc.ooo | oo | e
C.  Expected long-term rate of retumonplanassets .........|................... [
Note 12A (Continued) Note 12A09
(1) (2)
1 Percentage 1 Percentage
Description Point Increase Point Decrease
9. Assumed health care cost trend rates have a significant effect on the amounts reported for the
health care plans. A one-percentage-point change in assumed health care cost trend rates would
have the following effects:
A.  Effect on total of service and interest cost components .....................ccoooo i [
B.  Effect on post retirement benefit obligation ...
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NOTES TO FINANCIAL STATEMENT (Continued)

Note 13
(1)
Description Amount
1309.  The portion of unassigned funds (surplus) represented or reduced by each item below is as follows:
A, Unrealized gains @nd I0SSES: ... .......oiiiiiieiii e
B.  Nonadmitted @SSet VaIUBS: ... ... ... i
C.  Separate account bUSINESS: ..............ooooiiii
D.  AsSet valuation reSEIVES: ... ..o
E.  Provision for reinSUraNCe: ...
Note 13 (Continued), Note 1310
1 (2) (3) (4) (5) (6) (7) 8) ©)
Principal Total Unapproved
ParValue | Carrying And/Or Principal Principal
Date Interest  |(Face Amount| ~ Value Interest Paid |  And/Or And/Or Date of
Description Issued Rate of Notes) of Note | Current Year | Interest Paid |  Interest Maturity
1310999 Total ... [ b @1 | XXX
(a) Total should agree with Page 3, Line 22.
Note 13 (Continued), Note 1311
(1) @ (3)
Change in
Gross Paid-in
Change in and Contributed
Description Year Surplus Surplus
1311999 Total - Impact of any Restatement due to Prior Quasi-Reorganizations ... [ Lo
Note 14
(1)
Description Amount
14A.  Disclose any commitment or contingent commitment to a Subsidiary, Controlled and Affiliated (SCA) entity, joint
venture, partnership, or limited liability company (e.g., guarantees or commitments to provide additional capital
contributions).
1. Total contingent liabilities ... |
Note 15
(1)
Description Operating Leases
15A02. For leases having initial or remaining noncancelable lease terms in excess of one year: Future minimum rental
payments required as of the date of the latest balance sheet presented, in the aggregate and for each of the five
succeeding years:
A.  AtJanuary 1, 2002, the minimum aggregate rental commitments are as follows:
1o 2002 .
2. 2008
B 2004
A 2005
B 2008 .
B. 2007 .
15B01. Lessor Leases:
C.  Future minimum lease payment receivables under noncancelable leasing arrangements as of December 31,
2001 are as follows:
1o 2002 .
2. 2008
B 2004
A 2005 .
B 2008 .
B. 2007 .
7. Net minimum future lease receipts (Lines1t06) ...

25.12




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

NOTES TO FINANCIAL STATEMENT (Continued)

Note 15 (Continued) Note 15B02

(1) (2)
Description 2002 2001
15B02. Leveraged Leases:
B.  The Company’s investment in leveraged leases relates to equipment used primarily in the
transportation industries. The component of net income from leveraged leases at
December 31, 2001 and 2002 were as shown below (In thousands)
1. Income from leveraged leases before income tax including investment tax credit ... ... |
2. Lesscurrentincometax ...
3. Netincome from leveraged leases (Lines1-2) ... |
C.  The components of the investment in leveraged leases at December 31, 2001 and 2002
were as shown below (In thousands)
1. Lease contracts receivable (net of principal and interest on non-recourse financing) ... [...............ccooo |
2. Estimated residual value of leased @ssets ...
3. Unearned and deferredincome ...
4. Investmentinleveraged leases ................cccooooiiii e
5. Deferred income taxes related to leveraged leases ......................ooooooo o
6.  Netinvestmentin leveraged leases (Lines1+2+3+4+5) ... ||
Note 16
Assets Liabilities
(1) (2) (3) (4)
Desctiption 2002 2001 2002 2001
1601.  The table below summarizes the face amount of the
Company’s financial instruments with off-balance sheet
risk
A Swaps ... e e
B, FUUMES ... e e e
C. Options ........ccooovvveeeiii e e
D. TOTAL(LinesA+B+C) ...
Note 17
(1) (2) (3) (4)
Book Value Cost of Gain/
Number of of Securities Securities (Loss)
Description Transactions Sold Repurchased (Cols. 2 - 3)
17C02. The details by NAIC designation 3 or below of securities
sold during the first quarter ended March 31, 2002 and
reacquired within 30 days of the sale date are:
Bonds:
A. NAIC3 ... e e
B. NAICA ... e
C. NAICS ... e e
D. NAIC6...................oooooooeo o
Preferred Stocks:
E. NAICPRP3 ... e
F.o NAICPRP4A ... e
G. NAICP/RPS ... L e e
H. NAICPRP6 ... o o e [
Note 18A
(1) (2) ()
Uninsured
ASO Portion of Total
Uninsured Partially Insured ASO
Desctiption Plans Plans (Cols. 1+2)
18A.  The gain from operations from Administrative Services Only (ASO) uninsured
plans and the uninsured portion of partially insured plans was as follows
during 2002:
A.  Net reimbursement for administrative expenses (including
administrative fees) in excess of actual expenses ....................ccocooo [
B.  Total net other income or expenses (including interest paid to or
received fromplans) ... [ [
C.  Netgainor (loss) fromoperations ... e
D. Total claim payment volume (LinesA+B+C) ...\
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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

NOTES TO FINANCIAL STATEMENT (Continued)

Note 18B
(1) (2) (3)
Uninsured
ASC Portion of Total
Uninsured Partially Insured ASC
Description Plans Plans (Cols. 1 +2)
18B.  The gain from operations from Administrative Services Contract (ASC)
uninsured plans and the uninsured portion of partially insured plans was as
follows during 2002:
A.  Gross reimbursement for medical costincurred ....................... | e
B.  Gross administrative fees accrued ......................o e
C.  Otherincome or expenses (including interest paid to or received from
PlANS) ..o e
D.  Gross expenses incurred (claims and administrative) ....................... |
E.  Total net gain or (loss) from operations (LinesA+B+C-D) ...............|......oooo o
Note 19
(1) (2) (3) (4) () (6)
Total Direct
Type of Type of Premiums
Name and Address of Managing General Agent FEIN Exclusive Business Authority Written/
or Third Party Administrator Number Contract Written Granted Produced By
1999999 TOMA ... |
Note 22B
(1) (2) (3) (4) (5)
Total
Amount in
Dispute
Name of Reinsurer (Including IBNR) Notification Arbitration Litigation
22B9999 Total - Reinsurance Recoverable in Dispute ............... | [
Note 22C
Assumed Ceded
Reinsurance Reinsurance Net
M @ ®) ) () 6)
Premium Commission Premium Commission Premium Commission
Description Reserve Equity Reserve Equity Reserve Equity
22C01. Reinsurance Assumed and
Ceded
A Affiliates . e e e e
B. AlCther................... | e
C. TOTAL(LINeSA+B) ..cooo| oo e | L i
D.  Direct Unearned
Premium Reserve ..........[...................
Note 22C (Continued) Note 22C02
REINSURANCE
(1) (2) (3) (4)
Description Direct Assumed Ceded Net
22C02. The additional or return commission, predicated on loss
experience or on any other form of profit sharing
arrangements in this statement as a result of existing
contractual arrangements are accrued as follows:
A.  Contingent CommiSSioNn .....................cccccoiiiiii oo [ L
B.  Sliding Scale Adjustments ...l e e
C.  Other Profit Commission Arrangements ............... | | L
D. TOTAL(LinesA+B+C)..........ooooovv v Lo L L
Note 22D
(1)
Description Amount

Losses incurred

Premiums earned

22D01. The Company has written off in the current year reinsurance balances due (from the companies listed below) the
amount of
Which is reflected as:
A

Loss adjustment eXpenses INCUITEA ... .. ..o e

25.14




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

NOTES TO FINANCIAL STATEMENT (Continued)

Note 22D (Continued) Note 22D1E
(1) @

Name of Company Amount
22D1E99 Total - Reinsurance Balances Written Off ...
Notes 22E1 - 22E4

(1)
Description Amount
22E.  The Company has reported in its operations in the current year as a result of commutation of reinsurance with the
companies listed below, amounts which are reflected as:
1. LOSSES INCUITEA ..o oo e
2. Loss adjustment eXpenses iNCUITEA ............oooiiiiiiiiii i
3. Premiums @amed ...
A, OHNer ...
Note 22E (Continued) Note 22E5
(1) @
Company Amount
22E0599 Total - Commutation of REINSUIANCE ...
Note 22F1
Reported Company
(1) (2)
As: Assumed Ceded
22F01. Retroactive Insurance
A.  Reserves Transferred:
1. Initial RESEIVES ... e
2. Adjustments - Prior Year(s) ...
3. Adjustments - Current Year ... |
4. CurrentTotal (Lines 1+2+3) ...
B.  Consideration Paid or Received:
1. Initial ConSIdEration ...
2. Adjustments - Prior Year(s) ...
3. Adjustments - Current Year ...
4, Current Total (LineST+2+3) ..o
C.  Paid Losses Reimbursed or Recovered:
1o PHOFYEAN(S) ... e
2. CurrentYear.................ooooo e
3. Current Total (LineS1+2) ...
D.  Special Surplus from Retroactive Reinsurance:
1. Initial Surplus GaiN Or LOSS ... e L
2. Adjustments - Prior Year(s) ...
3. Adjustments - Current Year ... |
4.  Current Year Restricted SUrplUS .............ccocoooieiiiiiiii i
5. Cumulative Total Transferred to Unassigned Funds (Lines 1+2+3+4) ................ | [
Note 22F1 (Continued) Note 22F1E
@ (3)
(1) Assumed Ceded
Company Amount Amount
22F1E99 Total - Cedents and Reinsurers Involved in Transactions Included in Summary Totals Above .......[.....coooi [
Note 22F1 (Continued) Note 22F1F
(1) @ ()
Total Paid/Losses | Amount Over 90
Company LAE Recoverage | Days Overdue
22F1F99 Total - Authorized REINSUIErS ... @;}................... (a)

(a) Total amounts must agree with totals in a.4 above. Include the NAIC Company Code or Alien Insurer Identification Number for each insurer listed.

Note 22F2F
(1) @ ) 4)
Total Paid/Loss/ | Amount Over 90 Collateral
Company LAE Recoverables| Days Overdue Held

22F2F99 Total - Unauthorized Reinsurers

(a) Total amounts must agree with totals in a.4 above. Include the NAIC Company Code or Alien Insurer Identification Number for each insurer listed.
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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

SUMMARY INVESTMENT SCHEDULE

Investment Categories

Gross
Investment Holdings

Admitted Assets as Reported
in the Annual Statement

Amount

1 2

Percentage

3
Amount

4
Percentage

© © N &

Bonds:
1.1 U.S.treasury SECUMties ...
1.2 U.S. government agency and corporate obligations (excluding

1.3

1.4

1.5

mortgage-backed securities):
1.21 Issued by U.S. government agencies ....................ccccooeoiiiiiinn,
1.22 Issued by U.S. government sponsored agencies ............................
Foreign government (including Canada, excluding mortgage-backed
SECUMHES) ...
Securities issued by states, territories, and possessions and political
subdivisions in the U.S.
1.41 States, territories and possessions general obligations .....................
1.42 Political subdivisions of states, territories and possessions and
political subdivisions general obligations ......................................
1.43 Revenue and assessment obligations ........................c.
1.44 Industrial development and similar obligations ...............................
Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Guaranteedby GNMA ...
1.512 Issued by FNMAand FHLMC ................oooooi
1.513 Privately issued ..o
1.52  CMOs and REMICs:
1.521 Issued by FNMAand FHLMC ................ooooo
1.522 Privately issued and collateralized by MBS issued or
guaranteed by GNMA,FNMA, or FHLMC .............................
1.523 All other privately issued ....................

Other debt and other fixed income securities (excluding short term):

2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the
SVO) o
2.2 Unaffiliated foreign SECUMtIES ............coooi
2.3 Affiliated SECUMHIES ..........ooiiiiiiiii
Equity interests:
3.1 Investmentsin mutual funds .................ccooo i
3.2  Preferred stocks:
321 Affiliated ...
3.22 Unaffiliated ...
3.3 Publicly traded equity securities (excluding preferred stocks):
331 Affiliated ...
3.32 Unaffiliated ...........cccoooiiiii
3.4  Other equity securities:
341 Affiliated ...
3.42 Unaffiliated ...
3.5  Other equity interests including tangible personal property under lease:
351 Affiliated ...
3.52 Unaffiliated ...

Mortgage loans:

41 Construction and land development .......................cc
42 Agricultural ...
4.3  Single family residential properties ......................
4.4 Multifamily residential properties ...
45 Commercial I0aNS ... ..ottt
Real estate investments:
5.1 Property occupied by COMPANY ...
5.2 Property held for production of income (includes §................ of property
acquired in satisfaction of debt) ...
5.3  Property held for sale (§................ including property acquired in satisfaction
of debt) ...
POlICY 10ANS ...
Receivables for SeCUMEIES ...t
Cash and short-term investments ...
Other inVested @SSEIS .........cooiiiii i
Total iNVESIEd @SSEIS ... ..iiiii i

5,728,404 |..............

.......... 5,728,404




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES
GENERAL

1.1 Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which is
an insurer?

1.2 If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing disclosure
substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model Insurance Holding
Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards and disclosure
requirements substantially similar to those required by such Act and regulations?

1.3 State Regulating?

2.1 Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity?

2.2 If yes, date of change:
If not previously filed, furnish herewith a certified copy of the instrument as amended.

3.1 State as of what date the latest financial examination of the reporting entity was made or is being made.
3.2 State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity. This
date should be the date of the examined balance sheet and not the date the report was completed or released.
3.3 State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date).
3.4 By what department or departments?
Tennessee Department of Commerce and Insurance

4.1 During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any
combination thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a
substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

4.11 sales of new business?
412 renewals?

4.2 During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
r?ceive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums)
of:

4.21 sales of new business?
4.22 renewals?

5.1 Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?
5.2 If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has
ceased to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Company Code State of Domicile

6.1 Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended or
revoked by any governmental entity during the reporting period? (You need not report an action either formal or informal, if a confidentiality
clause is part of the agreement)

6.2 If yes, give full information:

7.1 Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity?
7.2 Ifyes,
7.21 State the percentage of foreign control
7.22 State the nationality(s) of the foreign person(s) or entity(s); or if the entity is a mutual or reciprocal, the nationality of its manager or
attorney-in-fact and identify the type of entity(s) (e.g., individual, corporation, government, manager or attorney-in-fact)

1 2
Nationality Type of Entity

27

Yes[X] No[ ]

Yes[X] No[ ] N/A[ ]
Tennessee

Yes[ ] No[X]
Yes[ | No[X]

Yes[ ] No[X]
Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]



sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

GENERAL INTERROGATORIES (continued)

8. What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Ernst & Young - 300 Krystal Building - One Union Square - Chattanooga, TN 37402

9. What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with a(n) actuarial consulting
firm) of the individual providing the statement of actuarial opinion/certification?
Betty Anne Neal, FSA, MAAA - Vice President of Underwriting & Actuarial Services - BlueCross BlueShield of Tennessee

10. FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
10.1 What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?
N/A
10.2 Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?
10.3 Have there been any changes made to any of the trust indentures during the year?
10.4 If answer to (10.3) is yes, has the domiciliary or entry state approved the changes?

BOARD OF DIRECTORS

11. Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee
thereof?

12. Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees
thereof?

13. Has the reporting entity an established procedure for disclosure to its board of directors or trustees of any material interest or affiliation on the
part of any of its officers, directors, trustees or responsible employees which is in or is likely to conflict with the official duties of such person?

FINANCIAL

14.1 Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):
14.11 To directors or other officers
14.12 To stockholders not officers
14.13 Trustees, supreme or grand (Fraternal only)
14.2 Total amount of loans outstanding at end of year (inclusive of Separate Accounts, exclusive of policy loans):
14.21 To directors or other officers
14.22 To stockholders not officers
14.23 Trustees, supreme or grand (Fraternal only)

15.1 Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for such obligation
being reported in the statement?
15.2 If yes, state the amount thereof at December 31 of the current year:
15.21 Rented from others
15.22 Borrowed from others
15.23 Leased from others
15.24 Other
Disclose in Notes to Financial the nature of each obligation.

16.1 Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty fund or guaranty
association assessments?
16.2 If answer is yes:
16.21 Amount paid as losses or risk adjustment
16.22 Amount paid as expenses
16.23 Other amounts paid
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Yes[ ] No[ ] N/A[X]
Yes[ ] No[ ] N/A[X]
Yes[ ] No[ ] N/A[X]

Yes[X] No[ ]

Yes[X] No[ ]

Yes[X] No[ ]



sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

GENERAL INTERROGATORIES (continued)

INVESTMENT
17. List the following capital stock information for the reporting entity:
1 2 3 4 5 6
Number of Number of Par Value Redemption Price Is Dividend Are Dividends
Class Shares Authorized | Shares Outstanding Per Share If Callable Rate Limited? Cumulative?
1. Preferred ............| o Yes[ ] No[ ] N/A[X] | Yes[]No[]N/A[X]
2. Common ............|........... 1,000.000(............ 1,000.000(............... 100.000]........ XXX o] XXX o] XXX.......

18.1 Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control, in

the actual possession of the reporting entity on said date, except as shown by Schedule E - Part 2 - Special Deposits? Yes[ ] No[X]
18.2 If no, give full and complete information, relating thereto:

Mellon Trust - Pittsburgh, PA; Union Planters Trust - Memphis, TN

19.1 Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the

control of the reporting entity, except as shown on Schedule E - Part 2 - Special Deposits, or has the reporting entity sold or transferred any

assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 15.1). Yes[ ] No[X]
19.2 If yes, state the amount thereof at December 31 of the current year:

19.21 Loaned to others $
19.22 Subject to repurchase agreements $
19.23 Subject to reverse repurchase agreements $
19.24 Subject to dollar repurchase agreements $
19.25 Subject to reverse dollar repurchase agreements $
19.26 Pledged as collateral $
19.27 Placed under option agreements $
19.28 Letter stock or securities restricted as to sale $
19.29 Other $
19.3 For each category above, if any of these assets are held by other, identify by whom held:
19.31
19.32
19.33
19.34
19.35
19.36
19.37
19.38
19.39
For categories (19.21) and (19.23) above, and for any securities that were made available for use by another person during the period covered
by this statement, attach a schedule as shown in the instructions to the annual statement.
19.4 For category (19.28) provide the following:
1 2 3
Nature of Restriction Description Amount
20.1 Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No[X]
20.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ ] N/A[X]

If no, attach a description with this statement.

21.1 Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity? Yes[ ] No[X]
21.2 If yes, state the amount thereof at December 31 of the current year. $

22. Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity’s offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Part 1 - General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC Financial
Condition Examiners Handbook? Yes[X] No[ ]
22.1 For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

1 2
Name of Custodian(s) Custodian’s Address
22.1001 |Union Planters Bank N.A. .................................. PO Box 387 Memphis, TN 38119 ........................
22.1002 |Mellon Bank N.A. ... PO Box 371791 Pittsburgh, PA 15251 ...................
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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

GENERAL INTERROGATORIES (continued)
INVESTMENT

22.02 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name,
location and a complete explanation:

1 2 3

Name(s) Location(s) Complete Explanation(s)

22.03 Have there been any changes, including name changes, in the custodian(s) identified in 22.01 during the current year? Yes[ ] No[X]
22.04 If yes, give full and complete information relating thereto:
1 2 3
Old Custodian New Custodian Date of Change Reason
22.05 Identify all investment advisers, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment accounts,
handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration
Depository Number(s) Name Address
17454 Mellon Bank N.A. ... PO Box 371791 Pittsburgh, PA 15251 .....
A1B1 Morgan Keegan ................cccooooo 50 Front Street Memphis, TN 38103 ........
18229 . NBC Capital Markets ............................c 850 Ridge Lake Blvd. Memphis, TN 38120
111807 Union Planters Bank N.A. ... PO Box 387 Memphis, TN 38147 ..........
23.1 Amount of payments to Trade Associations, Service Organizations and Statistical or Rating Bureaus, ifany? &
23.2 List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to Trade
Associations, Service Organizations and Statistical or Rating Bureaus during the period covered by this statement.
1 2
Name Amount Paid
NONE ...
24.1 Amount of payments for legal expenses, ifany? S 202,535

24.2 List the name of the firm and the amount paid if any such payments represented 25% or more of the total payments for legal expenses during
the period covered by this statement.

1 2
Name Amount Paid

Baker, Donelson, Bearman & Caldwell ... 202,535

25.1 Amount of payments for expenditures in connection with matters before legislative bodies, officers or department of government, if any?
25.2 List the name of firm and the amount paid if any such payment represented 25% or more of the total payment expenditures in connection with
matters before legislative bodies officers or department of government during the period covered by this statement.

1 2
Name Amount Paid

30



sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only:

What portion of ltem (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding:

Indicate amount of premium earned attributable to Canadian and/or Other Alien not included in Item (1.2) above.
Indicate total incurred claims on all Medicare Supplement insurance.

Individual policies - Most current three years:

1.61 Total premium earned

1.62 Total incurred claims

1.63 Number of covered lives

All years prior to most current three years:

1.64 Total premium earned

1.65 Total incurred claims

1.66 Number of covered lives

1.7 Group policies - Most current three years:

1.71 Total premium earned

1.72 Total incurred claims

1.73 Number of covered lives

All years prior to most current three years:

1.74 Total premium earned

1.75 Total incurred claims

1.76 Number of covered lives

1
1
1

A
2
3
1.4
1.5
1.6

2.1 Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be returned
when, as and if the earnings of the reporting entity permits?
2.2 If yes, give particulars:

3.1 Have copies of all agreements stating the period and nature of hospitals’, physicians’, and dentists’ care offered to subscribers and departments
been filed with the appropriate regulatory agency?
3.2 If not previously filed furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?

4.1 Does the reporting entity have stop-loss reinsurance?
4.2 If no, explain:

Yes[ ] No[X]

Yes[ ] No[X]

Yes[X] No[ ]
Yes[ ] No[X]

Yes[ ] No[X]

For the period July 2001- June 2002, the Company is only at risk for a maximum of $33M. Effective July 2002, the Company entered into a non-risk bearing arrangement

with the State of Tennessee.
4.3 Maximum retained risk (see instructions):
4.31 Comprehensive Medical
4.32 Medical Only
4.33 Medicare Supplement
4.34 Dental
4.35 Other Limited Benefit Plan
4.36 Other

5. Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

If insolvency occurs, BCBST satisfies claims for the covered period. All agreements with providers include statutory hold harmless provisions. Other MCOs in the State

would be required to take enrollees.

6.1 Does the reporting entity set up its claim liability for provider services on a service data base?
6.2 If no, give details:

7. Provide the following information regarding participating providers:
7.1 Number of providers at start of reporting year
7.2 Number of providers at end of reporting year

8.1 Does the reporting entity have business subject to premium rate guarantees?
8.2 If yes, direct premium earned:

8.21 Business with rate guarantees between 15-36 months

8.22 Business with rate guarantees over 36 months

9.1 Does the reporting entity have Bonus/Withhold Arrangements in its provider contracts?
9.2 Ifyes:

9.21 Maximum amount payable bonuses

9.22 Amount actually paid for year bonuses

9.23 Maximum amount payable withholds

9.24 Amount actually paid for year withholds

10. List service areas in which reporting entity is licensed to operate:

1
Name of Service Area

First Tennessee CSA, TN ...
Southeast CSA, TN ...
Upper Cumberland CSA, TN ...
Hamilton County CSA, TN ...
Mid-Cumberland CSA, TN ...
South Central CSA, TN ...
Davidson County CSA, TN ...
Northwest CSA, TN ...
Southwest CSA, TN ...
Shelby County CSA, TN ...
East Tennessee CSA, TN ...,
Knox County CSA, TN ...
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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

FIVE-YEAR HISTORICAL DATA

1 2 3 4 5

2002 2001 2000 1999 1998
BALANCE SHEET ITEMS (Pages 2 and 3)
1. Total admitted assets (Page 2, Line 23) .................ccccoooooii o, 54,419,629 ]....... 220,291,361 ....... 271,783526 |....... 188,654,609 |....... 193,920,306
2. Total liabilities (Page 3, Line18) ................ooooooiiiiiiii e 19,746,492|....... 155,595,505 | ....... 202,969,166 |....... 120,325,362 | ....... 122,552,673
3. Statutory sUrplUS ... 16,673,233]......... 19,844,344 ... 27,880,145|......... 16,033,674 |......... 15,654,237
4. Total capital and surplus (Page 3, Line 26) .............ccccoooeveii[vereein. 34,673137]......... 64,695,856 |......... 68,814,360 ......... 68,329,247 |......... 71,367,633
INCOME STATEMENT ITEMS (Page 4)
5. Total revenues (LINE 7) ...........coooooiiiiiiiii 290,620,958 | ....... 847,690,612 ..... 1,048,472,108|....... 993,310,449 |....... 822,738,273
6. Total medical and hospital expenses (Line 17) ...................... [....... 283,587,061 |....... 747,928,062 |....... 950,997,5921....... 903,481,582]....... 693,266,321
7. Total administrative expenses (Line 19) ... 13,783,835]......... 41,055,640]....... 107,623,924 |....... 101,852,725]....... 100,724,723
8. Net underwriting gain (loss) (Line22) .................ccoooee [ (23,596,848) | .......... 8,527,795]....... (10,149,408) | ....... (12,023,858) | ......... 28,747,229
9. Net investment gain (loss) (Line25) .................ccooo [ 2,733,376 |......... 12,453,462|......... 13,136,351 ......... 10,595,669 |.......... 9,256,080
10. Total other income (Lines 26 plus 27) ... [ L e e
11. Net income or (loss) (Line30) ...............cooooo (12,466,504) | ......... 16,569,101 ].......... 2,986,943 |........ (1,428,189)|......... 38,003,309
RISK-BASED CAPITAL ANALYSIS
12. Total adjusted capital .................... 34,673,137|......... 64,695,856 |......... 68,814,360 ......... 68,329,247 |......... 71,367,633
13. Authorized control level risk-based capital ............................ [ 8,441, 711|.......... 9,875,529 |......... 15,928,978 |......... 25,723,270 1......... 20,088,017
ENROLLMENT (Exhibit 2)
14. Total members at end of period (Column 5,Line7) .................{..cooooo 288,358 |............. 591,137 |............. 630,563 |............. 571,416
15. Total members months (Column 6, Line 7) ......................... oo 1,727,303 1.......... 5,346,473 |.......... 7242417 |.......... 7,484,895|.......... 6,730,099
OPERATING PERCENTAGE (Page 4)
(Item divided by Page 4, sum of Lines 2, 3 and 5)
16. Premiums earned (Lines 2 plus 3) ............ccoooovveoeiiiiii 1000 ................ 1000 ................ 1000 ................ 1000 (................ 100.0
17. Total medical and hospital (Line 17) ......................coococ [ 976 86.8|................. 88.6|................. 93| 84.7
18. Total underwriting deductions (Line21) ................coo [ 1081 (... 974 ... 987 101.6(................. 97.0
19. Total underwriting gain (loss) (Line22) ................cco | [ 10 09).............. (1.2 35
UNPAID CLAIMS ANALYSIS
(U&I Exhibit, Part 2B)
20. Total claims incurred for prior years (Line 11, Col.5) ...............|......... 86,345,600....... 162,150,890 (......... 88,521,059 ....... 100,802,977 ......... 65,801,642
21. Estimated liability of unpaid claims-[prior year (Line 11, Col. 6)] ..|......... 97,761,847 1....... 165,006,020 ....... 102,928,244 |....... 109,031,843 ......... 90,773,152
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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

FIVE-YEAR HISTORICAL DATA (Continued)

26.
27.
28.

INVESTMENTS IN PARENT, SUBSIDIARIES AND AFFILLIATES
22.
23.
24.
25.

Affiliated bonds (Sch. D Summary, Line 25, Col. 1) .................
Affiliated preferred stocks (Sch. D Summary, Line 39, Col. 1) ...
Affiliated common stocks (Sch. D Summary, Line 53, Col. 2) ...
Affiliated short-term investments (subtotal included in Sch. DA,

Part2, Col. 5, Line 11) ...
Affiliated mortgage loans on real estate ...............................
All other affiliated ...
Total of above Lines 221027 ...
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STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

Document Code: 4

200!

00000200243058100 (NAIC code not entered)

EXHIBIT OF PREMIUMS, ENROLLMENT AND UTILIZATION

REPORT FOR: 1. CORPORATION: 2. DIVISION:

NAIC Group Code 0000 BUSINESS IN THE STATE OF GRAND TOTAL DURING THE YEAR NAIC Company Code 00000
1 Comprehensive (Hospital & Medical) 4 5 6 7 8 9 10
2 3 Federal
Employees
Medicare Vision Dental Health Benefit Title XVIII Title XIX
Total Individual Group Supplement Only Only Plan Medicare Medicaid Other

Total Members at end of:

1. PriorYear ... 288,358 | ..o e e e e 288,358 ...

2. FirstQuarter ... 283,463 | ... | e e 283,463 |..................

3. SecondQuarter ... 282,426 ... e e e e 282,426 |..................

4. ThirdQuarter ... e e e e e

5. CurrentYear ... e e e e e e e

6. Current Year MemberMonths ... 1,727,303 | oo e e e e e e 1,727,303 | ...

Total Member Ambulatory Encounters for Year:

7. Physician ... [ 1,466,449 | ... [ e e e [ e 1,466,449 |..................

8. Non-Physician ..o 446,331 ..o e e e e 446,331 |..................

9. Total .o 1,912,780 | ..o | e e 1,912,780 |..................

10. Hospital Patient Days Incurred ......................cccc o 105,402 ... o e e 105402 |..................
w 11. Number of Inpatient Admissions ............................oooo oo 19,733 .. e 19,733 ...
B 12. Premiums Collected ... 298,047,346 | e ... 293,047,346 | ..................
D 13. Premiums Earned .................... .290,620,958 | ..o e e e ... 290,620,958 |..................
o 14. Amount Paid for Provision of Health Care Services .................|.... 379,792,523 (... e e e e e L..0379,792,523 (.
g_ 15. Amount of Incurred for Provision of Health Care Services ..........|.... 283,587,061 | ... .. 283,587,061 (..................
-
o
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STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

99SS9UUd] PE

EXHIBIT OF PREMIUMS, ENROLLMENT AND UTILIZATION

REPORT FOR: 1. CORPORATION:

2. DIVISION:

00000200243043100 (NAIC code not entered)

200!

NAIC Group Code 0000 BUSINESS IN THE STATE OF TENNESSEE DURING THE YEAR NAIC Company Code 00000
1 Comprehensive (Hospital & Medical) 4 5 6 7 8 9 10
2 3 Federal
Employees
Medicare Vision Dental Health Benefit Title XVIII Title XIX
Total Individual Group Supplement Only Only Plan Medicare Medicaid Other
Total Members at end of:
1. PriorYear ... 288,358 | ..o e e e e 288,358 ...
2. FirstQuarter ... 283,463 | ... | e e 283,463 |..................
3. SecondQuarter ... 282,426 ... e e e e 282,426 |..................
4. ThirdQuarter ... e e e e e
5. CurrentYear ... e e e e e e e
6. Current Year MemberMonths ... 1,727,303 | oo e e e e e e 1,727,303 | ...
Total Member Ambulatory Encounters for Year:
7. Physician ... [ 1,466,449 | ... [ e e e [ e 1,466,449 |..................
8. Non-Physician ..o 446,331 ..o e e e e 446,331 |..................
9. Total .o 1,912,780 | ..o | e e 1,912,780 |..................
10. Hospital Patient Days Incurred ......................cccc o 105,402 ... o e e 105402 |..................
11. Number of Inpatient Admissions ............................oooo oo 19,733 .. e 19,733 ...
12. Premiums Collected ... 293,047,346 | o e e e ... 293,047,346 | ..................
13. Premiums Earned .................... ..290,620,958 | ... e e ... 290,620,958 |..................
14. Amount Paid for Provision of Health Care Services ................. 0879792523 | e e e L..0379,792,523 (.
15. Amount of Incurred for Provision of Health Care Services .......... L 0283587,061 | e e e .. 283,587,061 (..................

Document Code: 4




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

SCHEDULE A - VERIFICATION BETWEEN YEARS

1. Book/adjusted carrying value, December 31, prior year (prior year statement) ... |
2. Increase (decrease) by adjustment:
2.1 Totals, Part 1, Column 10 ...
2.2 Totals, Part 3, ColUMN 7 ...
3. Cost of acquired, (Totals, Part 2, Column 6, net of encumbrances (Column 7) and net of additions and permanent
improvements (COlUMN 9)) ...
4. Cost of additions and permanent improvements:
4.1 Totals, Part 1, Column 13 ... oo
42 Totals,Part3,Column9 ... m e B B mmmm e
5. Total profit (loss) on sales, Part 3, Column 14 ... N O N E ..........................................................

6. Increase (decrease) by foreign exchange adjustme!

6.1 Totals, Part 1, Column 11 oo

6.2 Totals, Part 3, ColumNn 8 ...
7. Amounts received on sales, Part 3, Column 11 and Part 1, Column 12 ...
8. Book/adjusted carrying value at the end of current period ...................cccooviiiiii
9. Total valuation allOWaANCE ......... ..o e L
10.  Subtotal (LiINeS 8 PIUS ) ... .o
11, Total nonadmitted amounts ...................
12.  Statement value, current period (Page 2, real estate lines, currentperiod) ...

SCHEDULE B - VERIFICATION BETWEEN YEARS

1. Book value/recorded investment excluding accrued interest of mortgages owned, December 31 of prioryear ... [............c.ooo

2. Amount loaned during year:
2.1 Actual cost at time of aCqQUISIIONS ...

2.2 Additional investment made after acquisitions

3. Accrual of discount and mortgage interest points and commitmentfees ...................oooo
4, Increase (decrease) by adjustment ... L
5. Totalprofit(loss)onsale ... m M 4 B B M | L
6.  Amounts paid on account or in full during the year . N O N E ...........................................................
7. Amortizationof premium ...
8. Increase (decrease) by foreign exchange adjustment ...
9.  Book value/recorded investment excluding accrued interest on mortgages owned at end of current period .............| ...
10.  Total valuation @llowanCe ...
11, Subtotal (LiINeS I PIUS 10) ..o
12. Total nonadmitted amOUNTS ... [
13.  Statement value of mortgages owned at end of current period ... |

SCHEDULE BA - VERIFICATION BETWEEN YEARS

1. Book/adjusted carrying value of long-term invested assets owned, December 31 of prior year
2. Cost of acquisitions during year:

2.1 Actual cost at time of acqUISIIONS ...

2.2 Additional investment made after acquisitions .........................ooo
3. ACCTUAl OF dISCOUNT ... |
4. Increase (decrease) by adjUSIMENt ... [
5. Totalprofit(loss)onsale .............cccccoo o e M . B B M | [
6.  Amounts paid on account or in full during the year . N O N E ...........................................................
7. Amortizationof premium ...
8. Increase (decrease) by foreign exchange adjustment ...
9.  Book/adjusted carrying value of long-term invested assets at end of current period .....................ooo
10.  Total valuation @llOWaANCE ............ ... [
11, Subtotal (LINES I PIUS 10) ... [
12. Total nonadmitted amounts ...................o
13.  Statement value of long-term invested assets at end of current period ...
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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

SCHEDULE D - SUMMARY BY COUNTRY

Long-term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Fair Value Par Value of
Description Carrying Value (a) Actual Cost Bonds
BONDS 1. United States .................. [ 19,994,049 (......... 20,109,749 |......... 20,143,420 |......... 19,400,000
Governments (Including all obligations 2. Canada ... | e e
guaranteed by governments) 3. Other Countries ...........coooo | oo | |
4. Totals ... [ 19,994,049 (......... 20,109,7491......... 20,143,420......... 19,400,000
5. United States ...........ooooos [ [ e
States, Territories and Possessions 6. Canada ........ooooooioioi e
(Direct and Guaranteed) 7. Other Countries ...........coooo | oo | |
8. Totals ... e [
Political Subdivisions of States, 9. United States ... oo
Territories and Possessions 10, Canada ..........ooooooooi [ L e
(Direct and Guaranteed) 11, OtherCountries ............... [ [
12, Totals ... o [
Special revenue and special assessment obligations 13. United States ............oo oo [ e
and all non-guaranteed obligations of agencies and 14, Canada ............oooooo [ e e
authorities of governments and their political 15, OtherCountries ............... [ [
subdivisions 16, Totals ..............coooco oo [
17. United States ............oo [ [ e
Public Utilities 18, Canada ............ooooi [ e e
(unaffiliated) 19.  OtherCountries ............... [ [
20, Totals ... e
21, UnitedStates ............ooooo oo [ e
Industrial and Miscellaneous and 22, Canada...........ocooooooii i e e
Credit Tenant Loans (unaffiliated) 23.  OtherCountries .............o. oo oo [
24, Totals ... s | |
Parent, Subsidiaries and Affiliates 25, Totals ... e e
26. TotalBonds...................|......... 19,994,049......... 20,109,749 |......... 20,143,420 (......... 19,400,000
PREFERRED STOCKS 27.  UnitedStates ..........oooooo oo [ [
28. Canada.............ooooooiiii i [
Public Utilities (unaffiliated) 29.  OtherCountries ............... | oo |
30. Totals ...
31, UnitedStates ..........oooooo | |
Banks, Trust and Insurance Companies 32. Canada.............o.oooooooi e
(unaffiliated) 33.  OtherCountries ............oco | oo |
34, Totals ...l
35, UnitedStates ...........ooooo | oo |
Industrial and Miscellaneous 36. Canada.............oooociiiiii i |
(unaffiliated) 37.  OtherCountries ............ooo | |
38. Totals ...
Parent, Subsidiaries and Affiliates 39, Totals ...
40.  Total Preferred Stocks ... |.......cocooooi o [
COMMON STOCKS 41, UnitedStates ............ooooo oo [
42, Canada ...........oocooooiii e e
Public Utilities (unaffiliated) 43, OtherCountries .............o. oo oo
44,  Totals ... | | |
45, UnitedStates ..............ooo oo [
Banks, Trust and Insurance Companies 46, Canada...............oooco e e
(unaffiliated) 47, OtherCountries .............o. oo oo
48.  Totals ...
49.  UnitedStates ...............ooo oo [
Industrial and Miscellaneous 50.  Canada ..............coooiiiii i |
(unaffiliated) 51. OtherCountries ..............o | oo |
52, Totals ...
Parent, Subsidiaries and Affiliates 53, Totals ...
54, Total Common Stocks ........ |...........coocooi |
55.  Total Stocks .................o. | |
56.  Total Bonds and Stocks .......[......... 19,994,049......... 20,109,749 |......... 20,143,420
(a) The aggregate value of bonds which are valued at other than actual fair value is $.................
SCHEDULE D - Verification Between Years
1. Book/adjusted carrying value of bonds and stocks, prior year. 28,902,575 6. Foreign Exchange Adjustment
2. Cost of bonds and stocks acquired, Column 6, Part3........... 31,658,420 6.1 Column17,Part1......................
3. Increase (decrease) by adjustment: 6.2 Column 13, Part 2, Section1..........
3.1 Column 16, Part1....................... (149,371) 6.3 Column 11, Part 2, Section2..........
3.2 Column 12, Part 2, Section1.......... 6.4 Column 11, Partd......................
3.3 Column 10, Part 2, Section2.......... 7. Book/adjusted carrying value at end of current period........... 19,994,049
3.4 Column 10, Partd....................... (364,343) (513,714) 8. Total valuation allowance......................ocoooiiiiiiiiii,
4. Total gain (loss), Column 14, Part4................................ (26,482) 9. Subtotal (Lines 7 pluS 8)..............ooovveiiiiii 19,994,049
5. Deduct consideration for bonds and stocks disposed of 10. Total nonadmitted assets.........................ocoooi.
Column B, Part 4. ... 40,026,750 11. Statement value of bonds and stocks, current period.......... 19,994,049
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STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

L&

SCHEDULE D - PART 1A - SECTION 1

Quality and Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carrying Values by Major Types of Issues and NAIC Designations

1 2 3 4 5 6 7 8 9 10 11
1 Year Over 1 Year | Over5 Years | Over 10 Years Column 6 Total % From Total Total
Quality Rating Per the or Through Through Through Over Total asa%of |FromColumn6| Column7 Publicly Privately
NAIC Designation Less 5 Years 10 Years 20 Years 20 Years Current Year Line 10.7 Prior Year Prior Year Traded Placed (a)
U.S. GOVERNMENTS, SCHEDULES D & DA (Group 1)
1 ClaSS 1 .. | 46,172,729 ... 15,898,250 | ......ooooeeeeeeee e e | 62,070,979 |.......... 100.00|.... 215,006,963 |.......... 100.00|..... 62,070,979 |..................
12 Class2 ... e L e e e e e e e e
13 Class3 ..o e L e e e e e e e e
14 Classd ... e e e e e e e e e
15 Classs ..o e e e e e e e e e
16 Classb ......oooooviiiii e L e e e
1.7 TOTALS ... 46,172,729 ..... 15,898,250 | ... | [ 62,070,979 .......... 100.00|.... 215,006,963 |.......... 100.00|..... 62,070,979 |..................

ALL OTHER GOVERNMENTS, SCHEDULES D & DA (Group 2)

210 Class T ..
22 ClaSS2 ..o
2.3 ClasS 3 ..o
24 Classd ...
25 ClasS 5 ..
2.6 ClasS B . ..o
27 TOTALS .o

STATES, TERRITORIES AND POSSESSIONS ETC., GUARANTEED,
SCHEDULES D & DA (Group 3)

B ClasS 1 oo
B2 ClaSS 2 ...
3.3 ClaSS 3 o
B4 ClaSS 4 .
3.5 ClaSS 5 ..
36 ClasS B .. ..o
3.7 TOTALS ..o

POLITICAL SUBDIVISIONS OF STATES, TERRITORIES &

POSSESSIONS, GUARANTEED, SCHEDULES D & DA (Group 4)

41 ClasS 1 .
42 Class 2 ..o
43 Class 3 ..o
44 ClasSd ...
45 ClaSS 5 ..o
46 Class b ...
47 TOTALS .

SPECIAL REVENUE & SPECIAL ASSESSMENT OBLIGATIONS ETC.,
NON-GUARANTEED, SCHEDULES D & DA (Group 5)

5. CIaSS 1 o
5.2 ClaSS 2 ...
5.3 ClasS 3 ..o
5.4 ClasSd ..o
5.5 ClaSS 5 o
5.6 ClaSS B ...
5.7 TOTALS ... o




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

SCHEDULE D - PART 1A - SECTION 1 (continued)

Quality and Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carrying Values by Major Types of Issues and NAIC Designations

8¢

Quality Rating Per the
NAIC Designation

1
1 Year
or
Less

2
Over 1 Year
Through
5 Years

3
Over 5 Years
Through
10 Years

4
Over 10 Years
Through
20 Years

5

Over
20 Years

6

Total
Current Year

7
Column 6
as a % of
Line 10.7

8
Total
From Column 6
Prior Year

9
% From
Column 7
Prior Year

10
Total
Publicly
Traded

11
Total
Privately
Placed (a)

PUBLIC UTILITIES (UNAFFILIATED), SCHEDULES
D & DA (Group 6)

6.1
6.2
6.3
6.4
6.5
6.6
6.7

Class 1 ...

Class3 ...
Classd ...
Class b .....ooovieiie
Class 6 .......coovviieii
TOTALS ...

INDUSTRIAL & MISCELLANEOUS
(UNAFFILIATED), SCHEDULES D & DA (Group 7)

71
7.2
7.3
74
7.5
7.6
7.7

Class 1 ...
Class2 ...

Class 6 ..o
TOTALS ...

CREDIT TENANT LOANS, SCHEDULES D & DA
(Group 8)

8.1
8.2
8.3
8.4
8.5
8.6
8.7

Class 1 .. ...

PARENT, SUBSIDIARIES AND AFFILIATES,
SCHEDULES D & DA (Group 9)

9.1
9.2
9.3
9.4
9.5
9.6
9.7

Class 1 .. ...
Class2 ..o
Class 3 ..o




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

SCHEDULE D - PART 1A - SECTION 1 (continued)

Quality and Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carrying Values By Major Types of Issues and NAIC Designations

1 2 3 4 5 6 7 8 9 10 11
1 Year Over 1 Year | Over5 Years | Over 10 Years Column 6 Total % From Total Total
Quality Rating Per the or Through Through Through Over Total asa%of |FromColumn6| Column7 Publicly Privately
NAIC Designation Less 5 Years 10 Years 20 Years 20 Years Current Year Line 10.7 Prior Year Prior Year Traded Placed (a)
10. TOTAL BONDS CURRENT YEAR
101 Classt ..o 46,172,729 | ..... 15,898,250 | ... [ [ 62,070,979 |.......... 100.00]..... XXX ... XXX ... 62,070,979 |..................
102 Class2 ... L [ [ e e e L XXX .| XXX o
103 Class3 ..o L L [ e e e L XXX .| XXX o
104 Class4 ..o L e e e e e e XXX .| XXX ol
105 Classh ..o L e e (€)oo [ XXX ... XXX o
106 Class6........ooooveeovniiviiii o Lo Lo L (€)eeveee [ XXX ... |.... XXX oo
107 TOTALS ..o 46,172,729 | ..... 15,898,250 | ...ooovvvvis | | (b).. 62,070,979 .......... 100.00..... XXX .| XXX .| 62,070,979 | ..........oooie
10.8 Line10.7asa%ofColumn®6 ......................|............ 7439, 2561 [ 100.00..... XXX .| XXX ... XXX .o 100.00(..................
11. TOTAL BONDS PRIOR YEAR
111 Class T .o ... 186,104,388 | ..... 28,902,575 | ... [ L XXX XXX ... ... 215,006,963 .......... 100.00 |.... 215,006,963 |..................
112 Class2 ... L L [ e e XXX XXXl o e [
113 Class3 ..o L L e e e XXX XXX o e e
114 Class4 ... o e e e e XXX XXX o e e
115 Class5 .o e L e e XXX o] XXX ... (©) e e e
116 Class6........oooooveiviiieii o Lo Lo L e XXX .. |..... XXX..... (€)oo L L [
117 TOTALS ..o .... 186,104,388 | ..... 28,902,575 ..o [ [ XXX XXX..... (b). 215,006,963 | .......... 100.00|.... 215,006,963 |..................
11.8 Line11.7asa%ofCol.8 ..........................|............ 86.56|........... 1344 . XXX ... XXX 100.00..... XXX .o 100.00(..................
w 12. TOTAL PUBLICLY TRADED BONDS
© 121 Class 1 ... 46,172,729 ..... 15,898,250 | ...oovviviie | | 62,070,979 .......... 100.00|.... 215,006,963 | .......... 100.00..... 62,070,979 ..... XXX ...
122 Class2 ..o | [ e [ e [ e [ e e XXX ...
123 Class3 .o | [ e [ e [ e [ L [ XXX ...
124 Class4 ... L L e e e e L L e e XXX ...
125 Class5 ..o L L e e e e L L e XXX ...
126 ClassB .....ooooovvvviiiiiin L L L Lo L L L L L L XXX ...
127 TOTALS ... 46,172,729 | ..... 15,898,250 [ ... [ [ 62,070,979 |.......... 100.00|.... 215,006,963 |.......... 100.00]..... 62,070,979 ..... XXX.....
128 Line127asa%of Col.6 ............ccoeevveiiii [, 7439 2561 (. i [ [ 100.00{..... XXX XXX .| XXX 100.00..... XXX ...
129  Line 12.7 as a % of Line 10.7, Col. 6, Section 10 . |............ 7439, 2561 . ..o Lo o 100.00{..... XXX ... |.... XXX ... XXX .| 100.00{..... XXX ...
13. TOTAL PRIVATELY PLACED BONDS
131 Classt .o e L e L e [ e [ e XXX
132 Class2 ... L L L e e e L e e XXX o[
133 Class3 ... L L L e e e e e e XXX oo
134 Classd ..o e L e L e [ e [ e XXX
135 Classb ..o e L e L e [ e [ e XXX
136 Classb6........oooooeveveioiiie L Lo Lo e e e L L XXX oo
137  TOTALS ..o L [ L e e e e e e XXX oo
138  Line137asa%of Col.6 .......ooooevvivn | [ [ L e [ XXX .| XXX .o ] XXX .o ] XXX
13.9 Line13.7asa % of Line 10.7,Col. 6, Section 10 . | ..............o.o. | oo Lo XXX ... |..... XXX . ... |..... XXX . ... ... XXX .o
(a) Includes §................ freely tradable under SEC Rule 144 or qualified for resale under SEC Rule 144A.
(b) Includes §$................ current year, $................ prior year of bonds with Z designations and $................ current year, $................ prior year of bonds with Z* designations. The letter "Z" means the NAIC designation was not assigned by the Securities Valuation Office (SVO) at the
date of the statement. "Z*" means the SVO could not evaluate the obligation because valuation procedures for the security class is under regulatory review.
(c) Includes §................ current year, $........cooe.... prior year of bonds with 5* designations and §................ current year, $........ooe.... prior year of bonds with 6* designations. "5*" means the NAIC designation was assigned by the SVO in reliance on the insurer's certification that the

issuer is current in all principal and interest payments. "6*" means the NAIC designation was assigned by the SVO due to inadequate certification of principal and interest payments.



STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.
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SCHEDULE D - PART 1A - SECTION 2

Maturity Distribution of All Bonds Owned December 31, At Book/Adjusted Carrying Values by Major Types of and subtype of Issues
1 2 3 4 5 6 7 8 9 10 1
1 Year Over 1 Year Over5 Years | Over 10 Years Column 6 Total % From Total Total
or Through Through Through Over Total as a % of From Column 6 Column7 Publicly Privately
Distribution by Type Less 5 Years 10 Years 20 Years 20 Years Current Year Line 10.7 Prior Year Prior Year Traded Placed

1. U.S. GOVERNMENTS, SCHEDULES D & DA (Group 1)

1.1 IsSUer OBblGations ... ... oo 46,172,729 |..... 15,898,250 [ .......oovvvvies i [ 62,070,979 .......... 100.00|.... 215,006,963 |.......... 100.00..... 62,070,979 |..........ooeein

1.2 Single Class Mortgage-Backed/Asset-Backed Bonds ...................coooviiiiioniii oo Lo Lo Lo Lo L L L L

1.7 TOTALS oo 46,172,729 |..... 15,898,250 | ..........oooooes oo [ | 62,070,979 |.......... 100.00|.... 215,006,963 |.......... 100.00]..... 62,070,979 |..................
2. ALL OTHER GOVERNMENTS, SCHEDULES D & DA (Group 2)

2.1 Issuer Obligations ..........o.oioii i L e e e e e e e e e

2.2 Single Class Mortgage-Backed/Asset-Backed Bonds .................cooooiiiiiii [ [ e [ e [ e [ e [
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

2.3 Defined ... e [ e [ L [ e [ e [

24 Other ..o L [ e e e L L L [ e
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

25 Defined ..o L [ [ e e L L L [ e

2.6 Other .. ..o L L L [ L L L L L [

2.7 TOTALS .o [ L L [ e e | L L e [
3. STATES, TERRITORIES AND POSSESSIONS, GUARANTEED, SCHEDULES D & DA (Group 3)

3.1 Issuer Obligations ...........oooiviii i L e L e e e e e e

3.2 Single Class Mortgage-Backed/Asset-Backed Bonds ................ooooiiiiiii [ | L L e L e e e
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

33 Defined ... L e L L e L e e e

B4 Other L L e L L e L e e e
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

35 Defined ... L e L L e L e e e

38 Other . ..o e e e L L L L L | [ [

37 TOTALS .o L L L e e e e L L

4. POLITICAL SUBDIVISIONS OF STATES, TERRITORIES & POSSESSIONS, GUARANTEED,
SCHEDULES D & DA (Group 4)
4.1 1ssuer OblGations ..o
4.2  Single Class Mortgage-Backed/Asset-Backed Bonds ..................ooooin,
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
4.3 Defined
A4 O NET o
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:
45 Defined
4.8 O NET
4.7 TOTALS o

5. SPECIAL REVENUE & SPECIAL ASSESSMENT OBLIGATIONS ETC., NON-GUAR., SCH. D & DA
(Group 5)
5.1 Issuer Obligations ... ..o
5.2 Single Class Mortgage-Backed/Asset-Backed Bonds ...
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
5.3 Defined
B ONBr L
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:
5.5 Defined
BB ONer L
5.7 TOTALS
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Maturity Distribution of All Bonds Owned December 31, At Book/Adjusted Carrying Values by

SCHEDULE D - PART 1A - SECTION 2 (continued)

Major Types of and subtype of Issues

Distribution by Type

1
1 Year
or
Less

2
Over 1 Year
Through
5 Years

3
Over 5 Years
Through
10 Years

4
Over 10 Years
Through
20 Years

5

Over
20 Years

6

Total
Current Year

7
Column 6
as a % of
Line 10.7

8
Total
From Column 6
Prior Year

9
% From
Column 7
Prior Year

10
Total
Publicly
Traded

11
Total
Privately
Placed

6.  PUBLIC UTILITIES (UNAFFILIATED), SCHEDULES D & DA (Group 6)
6.1 Issuer Obligations ............cooviviiiie
6.2 Single Class Mortgage-Backed/Asset-Backed Bonds .....................
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
6.3 Defined ...
B4  OINer .
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED
SECURITIES:
6.5 Defined ... ..o
8.6 OtNer . .
6.7 TOTALS oo

7. INDUSTRIAL & MISCELLANEOUS (UNAFFILIATED), SCHEDULES D & DA
(Group 7)
7.1 Issuer Obligations ..............oooiiiiiii
7.2 Single Class Mortgage-Backed/Asset-Backed Bonds .....................
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
7.3 Defined ...

MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED
SECURITIES:
7.5 Defined ...

7.7 TOTALS Lo

8. CREDIT TENANT LOANS, SCHEDULES D & DA (Group 8)
8.1 Issuer Obligations ...............ccooiiiiiiii
8.7 TOTALS o

9. PARENT, SUBSIDIARIES AND AFFILIATES, SCHEDULES D & DA (Group
9)
9.1 Issuer Obligations ...............coviiiiii
9.2 Single Class Mortgage-Backed/Asset-Backed Bonds .....................
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:
9.3 Defined ... ...

MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED
SECURITIES:
9.5 Defined .. ...
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SCHEDULE D - PART 1A - SECTION 2 (continued)

Maturity Distribution of All Bonds Owned December 31, At Book/Adjusted Carrying Values by Major Types of and subtype of Issues
1 2 3 4 5 6 7 8 9 10 11
1 Year Over 1 Year | Over5 Years | Over 10 Years Column 6 Total % From Total Total
or Through Through Through Over Total asa%of |FromColumn6| Column7 Publicly Privately
Distribution by Type Less 5 Years 10 Years 20 Years 20 Years Current Year Line 10.7 Prior Year Prior Year Traded Placed

10. TOTAL BONDS CURRENT YEAR

10.1 Issuer Obligations ... ... 46,172,729 | ..... 15,898,250 | ..o | e 62,070,979 |.......... 100.00]..... XXX XXX 62,070,979 |..................

10.2  Single Class Mortgage-Backed/Asset-Backed Bonds ................coooooiiiiiiiiiinini [ [ L L L e [ XXX o] XXX o
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

10.3  Defined .......ooiiii i e L e e e L e XXX .| XXX o[

104 Other oo e [ e e e L e XXX .| XXX o [ [
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

105 Defined ... | [ e e L L e XXX .| XXX o [ [

106 Other ... e e e e L XXX ..o | XXX oo [

10.7 TOTALS e 46,172,729 |..... 15,898,250 [ .....ovvvvveeii e | | 62,070,979 |.......... 100.00..... XXX .| XXX .| 62,070,979 |.........ooeeenn.

10.8  Line10.7asa % of CoOluUmMN 6 ... 7439 (............ 2561 (... 100.00]..... XXX ... XXX ... XXX o] 100.00|..................
11. TOTAL BONDS PRIOR YEAR

111 Issuer Obligations ... ... .... 186,104,388 | ..... 28,902,575 [ ..o [ e XXX XXX..... 215,006,963 |.......... 100.00.... 215,006,963 |..................

11.2  Single Class Mortgage-Backed/Asset-Backed Bonds .................oocooiiiiiiiiinii [ [ L e [ XXX o] XXX o e L
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

113 Defined ..o e [ L e e XXX .| XXX o [ [ | [

114 Other . e e L e e XXX .| XXX o [ [ | [
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

115 Defined ..o e [ L e e XXX .| XXX o [ [ | [

116 Other ... e L L e XXX .o | XXX oo e e [

11.7 0T LS ... 186,104,388 ..... 28,902,575 | . .ovvveeiieis [ [ XXX .| XXX ... .. 215,006,963 |.......... 100.00 215,006,963 | ..................

11.8  Line11.7asa%of Column8 ... ... 86.56(............ 1844 ... XXX ... XXX o] 100.00]..... XXX o] 100.00|..................
12. TOTAL PUBLICLY TRADED BONDS

121 Issuer Obligations ... 46,172,729 | ..... 15,898,250 | ..o | e 62,070,979 |.......... 100.00.... 215,006,963 |.......... 100.00]..... 62,070,979 ..... XXX.....

122 Single Class Mortgage-Backed/Asset-Backed Bonds .................ocooiiiiiiiiii [ Lo e L e L e L e e XXX ...
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

123 Defined ..o e [ L e L L e e e e XXX ...

124 Other ..o e L e e e e e L e e XXX.....
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

125 Defined ... e L L e L L e e e e XXX ...

126 Other ..o e L e L e L e L e L XXX.....

12.7 TOTALS e e 46,172,729 |..... 15,898,250 [ ......ooevvvveeene e | |00 62,070,979 | ... 100.00|.... 215,006,963 | .......... 100.00..... 62,070,979 |..... XXX ...

128 Line12.7asa% of Column 6 ..........oooiiiiiii e | 7439 |............ 2561 | e [ 010000 [ XXX XXX XXX 100.00|..... XXX ...

129  Line 12.7 as a % of Line 10.7, Column 6, Section 10 .................cooooviiioiiiii | 7439 (... 2561 ..o v Lo . 100000 XXX e XXX XXX 100.00..... XXX ...
13.  TOTAL PRIVATELY PLACED BONDS

13,1 Issuer Obligations ..o e L e L L e e e e XXX oo

13.2  Single Class Mortgage-Backed/Asset-Backed Bonds ................cooooviiiiiiiiiiiiins [ Lo L L L [ L e e XXX
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES:

133 Defined ... e L e L L e L e e XXX o[

134 Other oo e L L e L L e e [ XXX [
MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-BACKED SECURITIES:

135  Defined ... e L L L L e L e e XXX o[

136 Other ..o e L L e L L e e [ XXX o[

13.7 TOTALS oo e e L e e L e e e XXX oo

138 Line13.7asa% of Column B ...........coooviiiiiiiiiiiiiieeeeeeee | L L [ [ e XXX o[ XXX XXX XXX o[

13.9  Line13.7asa % of Line 10.7, Column 6, Section 10 ... e o e e e XXX oo o XXX XXX ... |..... XXX .o
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SCHEDULE DA - PART 2
Verification of SHORT-TERM INVESTMENTS Between Years

1 2 3 4 5
Other Investments in
Short-term Parent,

Mortgage Investment Subsidiaries

Total Bonds Loans Assets (a) and Affiliates
1. Book/adjusted carrying value, prior year ..............oooooiiiiii e 186,104,388 |......... 186,104,388 [ ... |
2. Cost of short-term investments acquired ... 1,334,775,248 | ....... 1,334,775,248 | ..o
3. Increase (decrease) by adjustment ... L e e e
4. Increase (decrease) by foreign exchange adjustment ...
5. Total profit (loss) on disposal of short-term investments ... [ e e
6. Consideration received on disposal of short-term investments ......................ooooo 1,478,802,706 | ....... 1,478,802,706 [ ..o [ [
7. Book/adjusted carrying value, Current year .................cooiiiiiii e 42,076,930 |.......... 42,076,930 | ..o |
8. Total valuation allowance ................coooiiiiiiiiii L e L L [
9. Subtotal (LiNeS 7 PIUS ) ... .ooviiei i 42,076,930 .......... 42,076,930 | ... [ [
10. Total nonadmitted amounts ... [ e e L [
11. Statement value (Lines 9 minus 10) ...t 42,076,930 .......... 42,076,930 ..o e [
12. Income collected dUrNG YEar ... ..o [ 2,779,994 |........... 2,779,994 [ ...
13. Income eamed dUFNG YEAI ..............iu i 2,536,910 (........... 2,536,910 ... [

(a) Indicate the category of such assets, for example, joint ventures, transportation equipment:
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SCHEDULE DB - PART A - VERIFICATION BETWEEN YEARS

Verification Between Years of Aggregate Write-in Book Value on Options, Caps, Floors and Insurance Futures Options Owned

el

o o

Aggregate write-in book value, December 31, prior year (Line 8, prioryear) .........................

Cost/Option Premium (Section 2, Column 7)
Increase/(Decrease) by Adjustment (Section 1, Column 12) plus (Section 3, Column 13)
Gain/(Loss) on Termination

41  Recognized (Section 3, Column 14)

4.2 Used to Adjust Basis of Hedged Item (Sectio

Consideration received on terminations (Section 3,

Used to Adjust Basis on Open Contracts (Section 1

Disposition of deferred amount on contracts terminated in prior year:

7.0 Recognized .......ooooiiiiii
7.2 Used to Adjust Basis of Hedged ltem
Aggregate write-in book value, December 31, Current Year (Lines1+2+3+4-5-6-7)

SCHEDULE DB - PART B - VERIFICATION BETWEEN YEARS

Verification Between Years of Aggregate Write-in Book Value on Options, Caps, Floors and Insurance Futures Options Written

=

o o

Aggregate write-in book value, December 31, prior year (Line 8, prior year)

Consideration received (Section 2, Column 7)
Increase/(Decrease) by Adjustment (Section 1, Column 12) plus (Section 3, Column 13)
Gain/(Loss) on Termination:

41  Recognized (Section 3, Column 14)

4.2  Used to Adjust Basis (Section 3, Column 15)

Consideration paid on terminations (Section 3, Coly

Used to Adjust Basis on Open Contracts (Section 1

Disposition of deferred amount on contracts terminated in prior year:

7.0 Recognized .......ooooiiii
7.2 Used to Adjust Basis
Aggregate write-in book value, December 31, Current Year (Lines 1+2+3-4-5-6-7)

44
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SCHEDULE DB - PART C - VERIFICATION BETWEEN YEARS

Verification Between Years of Aggregate Write-in Book Value on Swaps and Forwards

1. Aggregate write-in book value, December 31, prior year (Line 8, prior year) ..o [
2. Cost or (Consideration Received) (Section 2, COIUMN 7) ... e
3. Increase/(Decrease) by Adjustment (Section 1, Column 12) plus (Section 3, Column 13) ...
4. Gain/(Loss) on Termination:
41 Recognized (Section 3, Column14) ................| L
4.2 Usedto Adjust Basis of Hedged Item (Section3, O IR B £ Y RE B |
5. Consideration received (or paid) on terminations (Section fF N\ W 4 BN K |
6.  Usedto Adjust Basis of Hedged ltemon Open Contracts|
7. Disposition of deferred amount on contracts terminated in prior year:
70 RECOGNIZEA ... oo
7.2 Usedto Adjust Basis of Hedged Item ...
8.  Aggregate write-in book value, December 31, Current Year (Lines 142+3+4-5-6-7) ...
SCHEDULE DB - PART D - VERIFICATION BETWEEN YEARS
Verification Between Years of Aggregate Write-in Book Value on Futures Contracts and Insurance Futures Contracts
1. Aggregate write-in book value, December 31, prior year (Line 8, prior year) ..o [
2. Change in total Variation Margin on Open Contracts (Difference between years-Section 1, Column 6) .........................| o,
3.1  Change in Variation Margin on Open Contracts Used to Adjust Basis of Hedged Iltem (Section 1, Columni1) ....................... |
3.2 Change in variation margin on open contracts recognized (Difference between years-Section 1, Column10)
4.1 Variation Margin on Contracts Terminated During the Year (Section 3, Column 6) ...................ooooooo |
42 Less |
421 Gain/(Loss) Recognized in Current Year (Sectony |
4.22 Gain/(Loss) Used to Adjust Basisof Hedge (Sectid IR £ X REI B | |
43 Subtotal (Line4.1minusLine4.2) .......................... BNV QF BV L |
5.1  Net Additions to Cash Deposits (Section2, Column7) .|~ — ™ = =
5.2 Less: Net Reductions to Cash Deposits (Section 3, Column 9) ...l
6. Subtotal (LINES 1-2 4+ 3.1 + 8.2 - 4.8 4 5.2) .
7. Disposition of Gain/(Loss) on Contracts Terminated in Prior Year: ........................cccoco
7.4 RECOGNIZEA ..o oo [
7.2 Used to Adjust Basis of Hedged Iltem .................ooooiiiiiiiiiiiiiiiiiiiiii | L
8. Aggregate write-in book value, December 31, current year (LineS 6+ 7.1 +7.2) ...
SCHEDULE DB - PART E - VERIFICATION BETWEEN YEARS
Verification Of Statement Value and Fair Value of Open Contracts
Statement Value
1. Part A, Section 1, Column 10 . ..o
2. Part B, Section 1, Column 10 ...
3. Part C, Section 1, Column 10 ...
4. Part D, Section 1, ColUMN O - 12 o
5. LINES (1) = (2) 4 (B) H (4) oo
6. Part E, Section 1, ColUmN 4 ... oo
7. Part E, Section 1, Column5 ... fmormem———
8. Lines(B)-(6)-(7).........ooocoevvviiiiiiiiiiiiii R R N BB B
N O N E Fair Value
9. Part A, Section1,Column11 ............................... /)1 W Q@ B W | ... | ...
10.  PartB, Section 1, Column 11 ... .. e
11, Part C, Section 1, ColUmN 11 oo
12, PartD, Section 1, ColUMN O .o
13, LiNes (9) = (10) 4 (11) 4+ (12) oo vreiiieee e L
14, PartE, Section 1, ColUmN 7 .. o
15, PartE, Section 1, ColumN 8 .. ... oo
168, LINES (13) = (14) = (15) Lot e e e |

45
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SCHEDULE DB - PART F - SECTION 1
Summary of Replicated (Synthetic) Assets Open

Replicated (Synthetic) Asset Components of the Replicated (Synthetic) Asset
1 2 3 4 5 Derivative Instruments Open Cash Instrument(s) Held
Replication 6 7 8 9 10 11 12
RSAT NAIC Designation Statement Statement NAIC Designation
Number Description or Other Description Value Fair Value Description Fair Value CUSIP Description Value Fair Value or Other Description
9999999 TOtAIS ...\ | | [ XXX oo [ XXX XXX oo Lo L XXX .o

9
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SCHEDULE DB - PART F SECTION 2

Reconciliation of Replicated (Synthetic) Assets Open

First Quarter Second Quarter Third Quarter Fourth Quarter Year-To-Date
1 2 3 4 5 6 7 8 9 10
Total Replicated Total Replicated Total Replicated Total Replicated Total Repicated
(Synthetic) Assets (Synthetic) Assets (Synthetic) Assets (Synthetic) Assets (Synthetic) Assets
Number of Statement Number of Statement Number of Statement Number of Statement Number of Statement
Positions Value Positions Value Positions Value Positions Value Positions Value
1. Beginning Inventory ... L e L e L e L e [
2. Add: Opened or Acquired Transactions ..................occooieiiiiiiiii i [ | [ e [ e [
3. Add: Increases in Replicated Asset Statement Value .........................o | XXXooo.ooleooooooooeoet .. Rl " B E | | XXX [ XXX [ XXX [
4. Less: Closed or Disposed of Transactions ..................coooiiiiiiiinii e [ N O N E ..............................................................................................................................
5. Less: Positions Disposed of for Failing Effectiveness Criteria ...................cooooc [ [ T N BN B | | e e
6. Less: Decreases in Replicated (Synthetic) Asset Statement Value .................... [ ...... XXX oo e T | XXX oo [ XXX oo [ XXX o |
7. Ending Inventory ... e e e [
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SCHEDULE S - PART 1 - SECTION 2

/ as of December 31, Current Year

Reinsurance Assumed Accident and Health Insurance Listed by Reinsured Compan

1 2 3 4 5 6 7 8 9 10 11 12
Reserve
Liability Reinsurance Funds
NAIC Federal Type of Other Than Payable on Modified Withheld
Company ID Effective Reinsurance Unearned for Unearned Paid and Coinsurance Under
Code Number Date Name of Reinsured Location Assumed Premiums Premiums Premiums Unpaid Losses Reserve Coinsurance
0899999 OIS ... ...ttt e nieanns s niennnne s | | i i |
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SCHEDULE S - PART

2

Reinsurance Recoverable on Paid and Unpaid Losses Listed by

Current Year

1
NAIC
Company
Code

2
Federal
ID
Number

3

Effective
Date

Name of Company

Reinsuring Company as of December 31,
4

5

Location

Paid Losses

Unpaid Losses

0799999 Totals - Life, Annuity and Accidentand Health ..............................

49
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SCHEDULE S - PART 3 - SECTION 2

Reinsurance Ceded Accident and Health Insurance Listed by Reinsuring Company as of December 31, Current Year

1 2 3 4 5 6 7 8 9 Outstanding Surplus Relief 12 13
Reserve 10 11
Credit Taken Funds
NAIC Federal Uneamed | Other than for Modified Withheld
Company ID Effective Premiums Unearned Current Prior Coinsurance Under
Code Number Date Name of Company Location Type Premiums (estimated) Premiums Year Year Reserve Coinsurance
0399999 TOAIS ... ..ot | [ L L i L L
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SCHEDULE S - PART 4

Reinsurance Ceded To Unauthorized Companies

1

NAIC
Company
Code

2

Federal
D
Number

Effective
Date

Name of Reinsurer

5

Reserve
Credit
Taken

6
Paid and
Unpaid Losses
Recoverable
(Debit)

7

Other
Debits

8

Totals
(Cols. 5
+6+7)

Letters of
Credit

10

Trust
Agreements

11
Funds
Deposited by and
Withheld
from Reinsurers

12

Other

13

Miscellaneous
Balances
(Credit)

14
Sum of Cols.
9+10+11+12+13
But Not in
Excess of Col. 8

1199999 Totals (General Account and Separate Accounts combined)
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SCHEDULE S - PART 5

Five-Year Exhibit of Reinsurance Ceded Business

12.
13.
14.
15.

Premiums ...

Reinsurance recoverable on paid losses
Experience rating refunds due or unpaid
Commissions and reinsurance expense allowances unpaid

A. OPERATIONS ITEMS

1.

2. Title XVIIl-Medicare

3. Title XIX - Medicaid

4,

5.

B. BALANCE SHEET ITEMS

6. Premiums receivable

7. Claims payable ..................
8.

9.

10.

11. Unauthorized reinsurance offset

C. UNAUTHORIZED REINSURANCE
(DEPOSITS BY AND FUNDS WITHHELD FROM)
Funds deposited by and withheld from (F)

(000 Omitted)
1 2 3 4 5
2002 2001 2000 1999 1998

Commissions and reinsurance expense allowance
Total medical and hospital expenses

Letters of credit (L) ...

Trust agreements (T)

Other () ...

52
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SCHEDULE S - PART 6

Restatement of Balance Sheet to Identify Net Credit For Ceded Reinsurance

53

1 2 3

As Reported Restatement Restated

(net of ceded) Adjustments | (gross of ceded)
ASSETS (Page 2, Col. 3)
1. Cash and invested assets (Line 9) ... 50,138,051 ... | 50,138,051
2. Amounts recoverable from reinsurers (Line 12) ... e e [
3. Accident and health premiums due and unpaid (Line 10) .................oocooo o e
4, Net credit for ceded reinsurance .......................oooo XXX
5. All other admitted assets (Balance) ..o 4281578 ... 4,281,578
6. Total assets (LiNe 23) ... 54,419,629 |............... | 54,419,629
LIABILITIES, CAPITAL AND SURPLUS (Page 3)
7. Claims unpaid (Line 1) ... 1,556,385 | ... e 1,556,385
8. Accrued medical incentive pool and bonus payments (LiN@ 2) ................ccocoooiiiiiii [ | [
9. Premiums received in advance (LiNe 6) ... L [
10. Reinsurance in unauthorized companies (Line 14) ... [ e
11. All other liabilities (Balance) ... 18,190,107 |.....................|....... 18,190,107
12. Total liabilities (Line 18) ... 19,746,492 ... | 19,746,492
13. Total capital and surplus (LIn@ 26) ... 34,673,137]...... XXX .| 34,673,137
14. Total liabilities, capital and surplus (Line 27) .............................o | 54,419629 ... | 54,419,629
NET CREDIT FOR CEDED REINSURANCE
15. Claims unpaid ...........coooii
16. Accrued medical incentive pool ...
17. Premiums received in @dvance ... [
18. Reinsurance recoverable on paid 10SSes ...
19. Other ceded reinsurance recoverables .......................ooooo
20. Total ceded reinsurance recoverables ......................oco
21. Premiumsreceivable ...
22. Unauthorized reinSUranCe ...
23. Other ceded reinsurance payables/offsets ..o L
24. Total ceded reinsurance payables/offsets ...
25. Total net credit for ceded reinsurance ... |
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SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories
1 2

Direct Business Only
Guaranty | Is Insurer 3 4 5 6
Fund Licensed Federal Employees
(Yes or (Yes or Medicare Medicaid Health Benefits
State, Etc. No) No) Premiums Title XVIII Title XIX Program Premiums
1. Alabama AL ..o SNo o No L
2. Alaska AK LNo o No L e e
3. Arizona AZ LNo o No L e e
4. Arkansas AR ... SNo o No L
5. California CA SNo o No L
6. Colorado CO SNoL o No L e
7. Connecticut CT CNo o No L e e
8. Delaware DE ... No ... [... No .. [ e
9. District of Columbia DC ..o SNo o No L
10. Florida FL .o LNo o No L e e
11. Georgia GA . No [ N e [
12. Hawaii Hl SNo o No L
13. Idaho ID o oNo N e
14. lllinois L LNo o No L e e
15. Indiana IN LNo o No L e e
16. lowa A SNo o NoL e e
17. Kansas KS SNo o No L
18. Kentucky KY LoNo o NO L [
19. Louisiana LA SNo o NoL e e
20. Maine ME ... CNo L NO L
21. Maryland MD .o No o[ NO o [ e [
22. Massachusetts MA oNo o No L e e
23. Michigan Ml LoNo s NO L [
24, Minnesota MN . SNo o NoL e e
25. Mississippi MS SNo o No L
26. Missouri MO ..o CNo o No L e e
27. Montana MT ] No ... [... No .. [ e
28. Nebraska NE ... No ... [... No .. [ e
29. Nevada NV LNo o No L e e
30. New Hampshire NH . LNo o No L e e
31. New Jersey NJ SNo [ No L e e
32. New Mexico NM ] No ... [... No .. [ e
33. New York NY LNo o No L e e
34. North Carolina NC .. SNoL o No L e
35. North Dakota ND ..o oNo N e
36. Ohio OH .o SNo e No L L
37. Oklahoma OK SNo o No L
38. Oregon OR .o SNo [ No L e e
39. Pennsylvania PA ] No o[ NO L [ e [
40. Rhode Island Rl SNo o NoL e e
41. South Carolina SC o SNoL o No L e
42. South Dakota SD o SNo o No L
43. Tennessee TN CNoL o Yes o 290,620,958 ...
44, Texas TX ] No ... [... No .. [ e
45, Utah UT ] No ... [... NO o[ e [
46. Vermont VT LNo o No L e e
47. Virginia VA LoNo s NO L [
48. Washington WA LoNo s NO L [
49. West Virginia WV LoNo o NO L [
50. Wisconsin WE LNo o No L e e
51. Wyoming WY LoNo s NO L [
52. American Samoa AS SNo o No L
53. Guam GU .o SNoL o No L e
54, Puerto Rico PR .. LNo o No L e e
55. U.S. Virgin Islands VI SNo [ N
56. Canada CN o SNo o No L L
57. Aggregate other alien OT o XXX XXX
58. TOTAL (Direct BUSINESS) ..o XXX (@) Ll T F T O PRTPTl FYTTTe 290,620,958 |.....................
DETAILS OF WRITE-INS
D701 e
D702 e
5708 e e
5798.  Summary of remaining write-ins for Line 57 from overflowpage ..........| | | [ e [
5799. TOTALS (Lines 5701 through 5703 plus 5798) (Line 57 above) ..........| | | [

(a) Insert the number of yes responses except for Canada and Other Alien.

Explanation of basis of allocation of premiums by states, etc.:
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SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

R BlueCross BlueShield
VAV of Tennessee

An Independent Licensee of the
Blue Cross and Blue Shield Association

NAIC # 54518
62-0427913
I I !
VOLUNTEER STATE HEALTH PLAN, INC. TENNESSEE HEALTH CARE NETWORK, INC. SOUTHERN DIVERSIFIED BUSINESS SERVICES, INC.
62-1656610 62-1205364 62-1156889
100% 100% 100%

as

GROUP INSURANCE SERVICES, INC.
——> 62-0721232
100%

GOLDEN SECURITY LIFE INSURANCE
COMPANY, INC.
( Discontinued Operations )
NAIC # 65463
62-1156312
100%

ADVANCED INSURANCE SERVICES, INC.
N ( Discontinued Operations )
62-1117698
100%

I SOUTHERN HEALTH PLAN, INC. I
————— pl 58-1406632 :
I
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SCHEDULE Y - PART 1 - ELECTRONIC FILING DATA

Do not include in the bound copy of the annual statement.

NAIC
Group NAIC State of FEI/AI
Code Group Name Code Domicile Number Name of Company
L0000 . | .00000. |....... ~ 0....... T T T T T TP TP PP TP PPPTURPPPR
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SCHEDULE Y (continued)
PART 2 - SUMMARY OF INSURER’S TRANSACTIONS WITH ANY AFFILIATES

1 2 3 4 5 6 7 8 9 10 1 12 13
Purchases, Sales | Income/(Disburse- Any Other Reinsurance
or Exchanges of | ments) Incurred in Material Activity Recoverable/
Loans, Securities, Connection with | Management Income/ not in the (Payable)

Real Estate, Guarantees or Agreements | (Disbursements) Ordinary on Losses
NAIC Federal Mortgage Undertakings and Incurred Under Course of and/or Reserve
Company ID Names of Insurers and Parent, Shareholder Capital Loans or Other for the Benefit Service Reinsurance the Insurer's Credit Taken/
Code Number Subsidiaries or Affiliates Dividends | Contributions Investments of any Affiliate(s) Contracts Agreements * Business Totals (Liability)
.. 54518 .. |.. 62-0427913 .. [BCBSOf TNINC ..........oooooiiiiiii 20,725,000 L 93583714 L 114308,714 ).
.. 00000 .. |.. 62-1656610 .. | Volunteer State Health Plan, Inc. ...............cccooooiii . (20,725,000) | ... | . (93,583,714) | .. L (114,308,714) | ...
9999999 TotalS ... L L L L [ XXX L L

Schedule Y Part 2 Explanation: The Company returned $20,725,000 in contributed capital to the parent during 2002.




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

SUPPLEMENTAL EXHIBITS AND SCHEDULES
INTERROGATORIES

The following supplemental reports are required to be filed as part of your statement filing. However, in the event that your company does not transact the type of business
for which the special report must be filed, your response of NO to the specific interrogatory will be accepted in lieu of filing a "NONE" report and a bar code will be printed below. If the
supplement is required of your company but is not being filed for whatever reason enter SEE EXPLANATION and provide an explanation following the interrogatory questions.

MARCH FILING Response
1. Will the Medicare Supplement Insurance Experience Exhibit be filed with the state of domicile and the NAIC by March 1? No
2. Will the Supplemental Compensation Exhibit be filed with the state of domicile by March 1? Yes
3. Will an actuarial certification be filed by March 1? Yes
4. Will the Risk-based Capital Report be filed with the NAIC by March 1? No
5. Will the Risk-based Capital Report be filed with the state of domicile, if required by March 1? Yes
6. Will the SVO Compliance Certification be filed by March 1? Yes
APRIL FILING
7. Will Management’s Discussion and Analysis be filed by April 1? Yes
8. Will the Long-term Care Experience Reporting Forms be filed with the state of domicile by April 1? Yes
9. Wil the Investment Risks Interrogatories be filed by April 1? Yes
JUNE FILING
10. Will an audited financial report be filed by June 1 with the state of domicile? Yes
Explanations:
Bar Codes:
Tleldliireliu |||emeni||nlsuiariie |E|X |e|r||i|nce||ixr|“|b|||t|| ||||| ||||| ||| || ||| |||| |||ik ilasii ||C|i t|a|||l|:|||||] ||| ||||| ||||| ||||| ||||| ||||| ||||| ||||| ||||| || || ||| ||||

00000200236000000 (NAIC code not entered) Document Code: 360 00000200239000000 (NAIC code not entered) Document Code: 3
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OVERFLOW PAGE FOR WRITE-INS

LIABILITIES, CAPITAL AND SURPLUS

Current Year Prior Year
1 2 3 4
Covered Uncovered Total Total
1704.  Check/Supense CIBANNG ... . ... | 916,262 |........occooi | 916,262 1........ 814,266
1705.  Exigency Post-Settlement Activity ...................oo 914,418 .................. ... 914,418 ...... 2,341,146
1706.  Provision Under EXIENCY ... L e .... 45,661,870
1797.  Summary of remaining write-ins for Line 17 (Lines 1704 through 1796) ..........................|...... 1,830,680 .......ccccoees | 1,830,680 |.... 48,817,282
STATEMENT OF REVENUE AND EXPENSES
Current Year Prior Year
1 2 3

Uncovered Total Total
0604. BHO SubCapitation ...............ccoooi i XXX oo 3,172,755
0605. Provision Under EXIQENCY ..................ccooooiiiiiii XXX (17,031,026)
0697. Summary of remaining write-ins for Line 6 (Lines 0604 through 0696) ... | XXX ool (13,858,271)
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103

SCHEDULE A - PART 1

ED December 31 of Current Year

Showing all Real Estate OWN
5 6

1 4 7 8 9 10 11 12 13 14 15
Location Expended for
2 3 Additions,
Increase Permanent | Gross Income
Book/Adjusted (Decrease) by Improvements | Earned Less
Carrying Value | Fair Value Increase Foreign Amounts  |and Changes in Interest Taxes, Repairs
Date Date of Last Amount of Less Less (Decrease) by |  Exchange Received  |Encumbrances| Incurredon | and Expenses
Description of Property City State | Acquired Appraisal Actual Cost | Encumbrances | Encumbrances | Encumbrances| Adjustment | Adjustment | During Year | During Year |Encumbrances| Incurred
9999999 Totals ... e e e
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SCHEDULE A - PART 2

Showing all Real Estate ACQUIRED During the Year
1 Location 4 5 6 7 8 9
2 3 Book/Adjusted | Expended for
Carrying Value | Additions and
Date Amount of Less Permanent
Description of Property City State Acquired Name of Vendor Actual Cost | Encumbrances | Encumbrances | Improvements

9999999 Totals
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SCHEDULE A - PART 3

Showing all Real Estate SOLD during the Year, including Payments during the Final Year on "Sales under Contract"

1 Location 4 5 6 7 8 9 10 11 12 13 14 15 16
2 3 Increase Expended for
(Decrease) Additions, Foreign Gross Income
Increase by Permanent  [Book/Adjusted Exchange Earned Less Taxes,
Name (Decrease) Foreign Improvements [Carrying Value Profit Realized Total Profit Interest Repairs and
Disposal of by Exchange |and Changes in Less Amounts (Loss)on | Profit (Loss) | (Loss)on Incurred on | Expenses
Description of Property City State | Date Purchaser Actual Cost | Adjustment | Adjustment | Encumbrances |[Encumbrances| Received Sale on Sale Sale Encumbrances|  Incurred

9999999 TOtAIS ... ... e e e e e

€03
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Showing all Mort

SCHEDULE B - PART 1
age Loans OWNED December 31 of Current Year

1 Location 4 5 6 7 8 9 10 11
2 3 Book Date of
Value/Recorded Increase Last
Investment Increase (Decrease) by Appraisal
Loan Date Rate of Excluding (Decrease) Foreign Exchange| Value of Land or
Loan Number City State Type Acquired Interest Accrued Interest | by Adjustment Adjustment and Buildings Valuation
9999999 GRAND TOTAL ...t N O N E AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA XXX.....
General Interrogatory:
1. Mortgages in good standing $................ unpaid taxes $............... interest due and unpaid.

2. Restructured mortgages $................ unpaid taxes $...............
3. Mortgages with overdue interest over 90 days not in process of foreclosure §................ unpaid taxes $

4. Mortgages in process of foreclosure $

unpaid taxes

interest due and unpaid.

T

interest due and unpaid.

interest due and unpaid.
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SCHEDULE B - PART 2

Showing all Mortgage Loans SOLD, transferred or paid in full during the Year

1 Location 4 5 6 7 8 9 10 11 12 13
Book Value/ Book Value/
2 3 Recorded Increase Recorded
Investment Excluding Increase (Decrease) by  |Investment Excluding Foreign
Date Accrued Interest (Decrease) by | Foreign Exchange | Accrued Interest | Consideration | Exchange Profit| Realized Profit Total Profit
Loan Number City State Loan Type Acquired Prior Year Adjustment Adjustment at Disposition Received (Loss) on Sale | (Loss) on Sale (Loss) on Sale
9999999 Totals ..o e e e e e




STATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

SCHEDULE BA - PART 1
Showing Other Long-Term Invested Assets OWNED December 31, Current Year

1 Location 4 5 6 7 8 9 10
2 3 Book/Adjusted Increase
Carrying Value Increase (Decrease) by
Number of Units Date Actual Amount of Less (Decrease) Foreign Exchange
and Description City State Name of Vendor Acquired Cost Encumbrances | Encumbrances by Adjustment Adjustment

0000000 TOrAIS ... o e e e e

903
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SCHEDULE BA - PART 2

Showing Other Long-Term Invested Assets SOLD, Transferred or Pai

Number of Units
and Description

Location

City

State

4

Name of
Purchaser or
Nature of
Disposition

5

Date
Acquired

6
Book/Adjusted
Carrying Value

Less
Encumbrances,
Prior Year

Increase
(Decrease) by
Adjustment

Increase
(Decrease) by
Foreign
Exchange
Adjustment

d in Full During the Year
7 8 9

Book/Adjusted
Carrying Value
Less
Encumbrances
at Disposition

Consideration
Received

1

Foreign
Exchange
Profit (Loss)
on Sale

12

Realized
Profit
(Loss) on
Sale

13

Total
Profit
(Loss) on
Sale

9999999 Totals
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SCHEDULE D - PART 1

Owned December 31, of Current Year

Showing all Long-Term BONDS
8 9 10

1 2 3 Interest 6 7 11 12 13 Interest 16 17 18 19 20 21
4 5 14 15 Amount of
Amount Due Interest Due and
Rate and Accrued Gross Increase Accrued Dec. 31
Book/ Used to Dec. 31 of Amount Increase (Decrease) by | Current year, on
Option Adjusted Obtain Current Year Received (Decrease) Foreign Bonds in Default | NAIC Effective
CusIp Rate How Maturity Option Call Carrying Par Fair Fair Actual on Bonds During by Exchange as to Principal Desig- Date Rate of
Identification Description * of Paid Date Date Price Value Value Value Value Cost not in Default Year Adjustment Adjustment or Interest nation Acquired Interest
U.S. Governments - Issuer Obligations
3133MCRV9 .| FEDERAL HOME LOANBANK .|.... |..... 5.375|. JJ [01/05/2004 |.............|.............. .... 2,080,534 (....2,000,000|.............. ....2,080,535(.... 2,083,620 |......... 53,750 ... o (3,086) | ..o e 1PE ... [ 12/17/2002 |......... 1.356
3133MMR88 .| FEDERAL HOME LOANBANK .|.... |..... 3.750 . FA |02/13/2004 |............. | ..o .. 1,896,921].... 1,850,000 (... 102.5630(.... 1,897,416|.... 1,898,544 |......... 28906 ... | (1,623) [ .o e 1PE ... [ 12/17/2002 |......... 1.458
3134A2T99 .. | FEDERAL HOME LOAN MTG
CORP ..., T 5.000(. JJ |01/15/2004 |............. | ..o .. 2,071,845].... 2,000,000 (... 103.7810.... 2,075,620 .... 2,074,520 | ......... 50,000 ........cocos | (2,875) [ ..o e 1. 12/17/2002 |......... 1.508
3134A4JH8 .. | FEDERAL HOME LOAN MTG
CORP ... T I 3.250|.JD [12/15/2003 |.............|coeveiiii .. 2,036,643 (.... 2,000,000 ... 101.8750.... 2,037,500 .... 2,038,120 (.......... 5417 ... | (1A77) | oo | 1. 12/17/2002 | ......... 1.319
3134A4JN5 .. | FEDERAL HOME LOAN MTG
CORP ... T I 3.250(. JJ |01/15/2004 |............ | .. 2,039,470 .... 2,000,000 ... 101.9690.... 2,039,380 .... 2,040,940 ......... 32,500 ..o | (1,470) | oo | 1. 12/17/2002 |......... 1.336
31359MEG4 . | FEDERAL HOME LOAN MTG
CORP ... T I 4750 MN [11/14/2003 |............. | ..ot .. 2,059,156 |.... 2,000,000 ... 102.9690|.... 2,059,380 |.... 2,061,780 {......... 15,833 ... (2,624) | ..o 1. 12/17/2002 | ......... 1.323
31359MEM1 . | FEDERAL NATIONAL
MORTGAGE ASSN .............. T 5.125(. FA |02/13/2004 |............. | ..ot .... 2,081,076 .... 2,000,000 (... 104.1880|.... 2,083,760].... 2,083,880 {......... 42708 ... | (2,804) [ ..o 1. 12/17/2002 |......... 1.458
912827N81 .. |U STREASURY NOTE ......... NV 5.875(. FA |02/15/2004 |.............|.............. ....5,728,404|.... 5,550,000 ... 105.1560 |.... 5,836,158 |.... 5,862,016 |........ 122,029 ...... 163,031 ..... (133,612) ... o 1. 03/01/2002 |......... 2.966
0199999 Subtotal - U.S. Governments - Issuer Obligations ... ..19,994,049 (... 19,400,000|... XXX ... |...20,109,749...20,143,420|........ 351,143]...... 163,031 1..... (149,371) [ ... | XXX [ XXX .. |[.... XXX ...
0399999 Subtotal - U.S. GOVEINMENTS ... ..19,994,049 |...19,400,000|... XXX ... |...20,109,749...20,143,420]........ 351,143]...... 163,031 (..... (149,371) [ ..o | XXX [ XXX .. [.... XXX ...
5499999 Subtotals - Issuer Obligations ... ...19,994,049|...19,400,000|... XXX ... [...20,109,749]|...20,143,420{........ 351,143 ...... 163,031 1..... (149,371) | ... | XXX [ XXX .. |[.... XXX ...
6099999 Grand Total - BONAS ... ... ..19,994,049 (... 19,400,000|... XXX ... |...20,109,749 (... 20,143,420 ........ 351,143 ...... 163,031 1..... (149,371) | ... | XXX [ XXX .. |[.... XXX ...
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SCHEDULE D - PART 2 - SECTION 1

Showing all PREFERRED STOCKS Owned December 31, Current Year
1 2 3 4 5 6 7 8 9 Dividends 12 13 14 15
10 11 Increase
(Decrease)
Par Value Rate Per Share Amount Increase by Foreign NAIC
Cusip Number Per Rate Per | Book/Adjusted | Used to Obtain Actual Declared but Received | (Decrease) by | Exchange Desig- Date
Identification Description of Shares Share Share Carrying Value | Fair Value Fair Value Cost Unpaid During Year | Adjustment Adjustment nation | Acquired
6599999 Total Preferred StOCKS ... XXX e e XXX XXX
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SCHEDULE D - PART 2 - SECTION 2

Showing All COMMON STOCKS Owned December 31 of Current Year
1 2 3 4 5 6 7 Dividends 10 11 12 13
8 9 Increase
Increase (Decrease)
Number | Book/Adjusted |Rate Per Share Amount (Decrease) by Foreign NAIC
CUSIP of Carrying | Used to Obtain Fair Actual Declared Received by Exchange Designation Date
Identification Description Shares Value Fair Value Value Cost But Unpaid During Year | Adjustment Adjustment () Acquired

7199999 Total Preferred and COMMON StOCKS ..............ooovoveieieieeeeieeseeeeeeeeeeeeeeeeee | S T T P P P O XXX ... | XXX....
(a) For all common stocks bearing the NAIC designation "U" provide: the number of such issues ................, the total $ value (included in Column 6) of all such issues $.................
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SCHEDULE D - PART 3

Showing All Long-Term Bonds and Stocks ACQUIRED During Current Year
3 4 5

1 2 6 7 8
Number Paid for
CUSIP Date of Shares Accrued Interest
Identification Description Acquired Name of Vendor of Stock Actual Cost Par Value and Dividends

Bonds - U.S. Governments
3133MCRV9 ..... FEDERALHOME LOAN BANK .. ... .. 12/17/2002 .. [Union Planters ....................ccooeiiiiiiii XXX oo 2,083,620 1....... 2,000,000.00|.............. 48,375
3133MMR88 ..... FEDERALHOME LOANBANK ... ... .. 12/17/2002 .. |UnionPlanters ... XXX oo 1,898,544 ....... 1,850,000.00(.............. 23,510
3134A2T99 ...... FEDERALHOME LOANMTG CORP ..o .. 12/17/2002 .. [Union Planters ....................cooeiiiiiii XXX oo 2,074,520 ....... 2,000,000.00|.............. 42,222
3134A4JH8 ... FEDERAL HOME LOANMTG CORP ... .. 12/17/2002 .. [Union Planters ....................ccooeiiiiiiii XXX oo 2,038,120 ....... 2,000,000.00|.................. 361
3134A4UN5 ... FEDERAL HOME LOANMTG CORP ... o .. 12/17/2002 .. |UnionPlanters ... XXX oo 2,040,9401....... 2,000,000.00|.............. 27,444
31359MEG4 ..... FEDERALHOME LOANMTG CORP ..o .. 12/17/2002 .. [Union Planters ..................ccoooeiiiiii XXX oo 2,061,780 ....... 2,000,000.00|................ 8,446
31359MEMT ... FEDERAL NATIONAL MORTGAGE ASSN ... . 12/17/2002 .. [Union Planters ... XXX oo 2,083,880 ....... 2,000,000.00|.............. 34,736
912827N81 ... USTREASURY NOTE ... ... 03/01/2002 .. |[UnionPlanters ....................ccoocoeiiiii XXX oo 5,862,016 ....... 5,5650,000.00|................ 4,601
0399999 Subtotal - BONAS - U.S. GOVEIMMENTS .. ... .. e 20,143,420 ...... 19,400,000.00............. 189,695
6099997 Subtotal - BONAS - PAMt 3 ... ..o 20,143,420 ...... 19,400,000.00|............. 189,695
6099998 Summary item from Part 5 for BONAS ... 11,515,000 ...... 11,500,000.00|.............. 39,333
6099999 SUDIOAl - BONAS ... ... . 31,658,420 ...... 30,900,000.00............. 229,028
6599998 Summary ltem from Part 5 for Preferred STOCKS ......... ... XXX oo
7099998 Summary ltem from Part 5 for ComMON STOCKS ... XXX o
7199999 Subtotal - Preferred and COMMON STOCKS ... . ... e e XXX oo
7299999 TOAIS ... ... 31,658,420 ]....... XXX oo 229,028
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SCHEDULE D - PART 4

Showing All Long-Term Bonds and Stocks SOLD, REDEEMED, or Otherwise DISPOSED OF During Current Year
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Increase Foreign Interest
Book/Adjusted (Decrease) | Exchange Total on Bonds | Dividends on
Number of Carrying Value| Increase by Foreign Gain Realized Gain Gain Received Stocks
CUSIP Disposal Shares Par at Disposal |(Decrease) by| Exchange (Loss) on (Loss) on (Loss) During Received
Identification Description Date Name of Purchaser of Stock | Consideration Value Actual Cost Date Adjustment | Adjustment Disposal Disposal on Disposal Year During Year
Bonds - U.S. Governments
312924DH3 .. | Federal Home Loan Mortgage Corp .......... 05/30/2002 | Natl Bank of Commerce ................. XXX 3,007,500 | . 3,000,000.00 ..... 3,045,000 ..... 3,015,761 |....... @7971) | oo (8,260) |......... (8,260) | ........ 110,042 |.... XXX ....
31331LMNS5 .| Federal Farm CreditBank .................... 07/19/2002 | CALLED @ 100.0000000 ............... XXX 5,000,000 |.5,000,000.00..... 5,087,500 ..... 5,000,000 ....... (76,369) | ..o | [ e 252,500 (.... XXX....
3133MFHQ4 . | Federal Home Loan Bank ..................... 12/20/2002 | Natl Bank of Commerce ................. XXX 1,000,000 | . 1,000,000.00 | ..... 1,028,756 | ... 1,001,513 |....... (26,519) ..o | e (1,513)|......... (1,513)|......... 54,100|.... XXX ....
3133MFSF6 . | Federal Home LoanBank ..................... 07/12/2002 | CALLED @ 100.0000000 ............... XXX 2,000,000 {.2,000,000.00..... 2,028,356 | ..... 2,000,000 ....... (27,853) | .ovveee | e [ 103,000|.... XXX ....
3133MGSS6 . | Federal Home Loan Bank ..................... 05/30/2002 | Natl Bank of Commerce ................. XXX 2,007,000 |.2,000,000.00 | ..... 2,021,406 | ..... 2,008,166 |....... (12,876) ... e e (1,166) |......... (1,166) |......... 76,668|.... XXX ...
3136F0TB8 .. | Federal National Mortgage Assoc ............ 07/23/2002 | CALLED @ 100.0000000 ............... XXX 1,000,000 | . 1,000,000.00{..... 1,015,465 |..... 1,000,000 ....... (15,082) | ..o | L [ 51,250 (... XXX ....
3136FO0TKS .. | Federal National Mortgage Assoc ............ 07/26/2002 | CALLED @ 100.0000000 ............... XXX 5,000,000 |.5,000,000.00 | ..... 5,079,554 | ..... 5,000,000 ....... (77,246) | ..o e 252,500 |.... XXX....
3136FOUC4 ..| Federal National Mortgage Assoc ............ 07/30/2002 | CALLED @ 100.0000000 ............... XXX 3,000,000 |.3,000,000.00 | ..... 3,049,110 ..... 3,000,000 ....... (@7,740) | e e 151,800 (... XXX ...
3136F0XG2 .. | Federal National Mortgage Assoc ............ 02/22/2002 | CALLED @ 100.0000000 ............... XXX 1,500,000 | . 1,500,000.00{..... 1,507,862 ..... 1,500,000 ......... (7,682) | ..o e [ [ 37,650(.... XXX....
3136F0ZR6 .. | Federal National Mortgage Assoc ............ 05/30/2002 | Natl Bank of Commerce ................. XXX 5,012,250 |.5,000,000.00 ..... 5,058,990 ..... 5,022,406 ....... (35412) | ..o | | (10,156) | ....... (10,156) | ........ 173,640(.... XXX ....
0399999 Subtotal - Bonds - U.S. Governments ........................................................... | 28,526,750 |28,500,000.00 | .... 28,921,999 | .... 28,547,846 | ...... (354,780) | ..o | (21,095)|....... (21,095) | ... 1,263,150 |.... XXX ....
6099997 Subtotal - Bonds - Part 4 ......... ... 28,526,750 (28,500,000.00 |.... 28,921,999 |.... 28,547,846 |...... (854,730) [ ... (21,095)|....... (21,095) |..... 1,263,150 |.... XXX ....
6099998 Summary ltem from Part 5for Bonds ... 11,500,000 |11,500,000.00 | .... 11,515,000 |.... 11,505,387 |......... (9,613) .o | (5,387)|......... (5,387)|......... 83,583|.... XXX
6099999 SUBOtAl - BONAS ...... ... | 40,026,750 |140,000,000.00 | ... 40,436,999 |.... 40,053,233 |...... (364,343) | ... | (26,482)|....... (26,482) | ..... 1,346,733].... XXX
6599998 Summary ltem from Part 5 for Preferred StOCKS .......... ... XXX o XXX
7099998 Summary Item from Part 5 for Common Stocks ............ ... [ XXX XXX
7199999 Subtotal - Preferred and Common StOCKS ................ooiiiiiiii i L XXX e e o XXX
7299999 TOAIS ... | 40,026,750 |.... XXX ... |.... 40,436,999 | .... 40,053,233 |...... (364,343) || (26,482)|....... (26,482) | ..... 1,346,783 .................
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SCHEDULE D - PART 5

Showing All Long-Term Bonds and Stocks ACQUIRED During Year and Fully DISPOSED OF During Current Year
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17
Par Value Increase Foreign Interestand | Paid For
(Bonds) or Book/Adjusted | Increase | (Decrease) | Exchange Realized Dividends | Accrued
CusIpP Number Carrying Value | (Decrease) | by Foreign Gain Gain Total Gain | Received Interest
|dentifi- Date Disposal of Shares Actual Consider- | at Disposal by Exchange | (Loss)on (Loss) on (Loss) on During and
cation Description Acquired Name of Vendor Date Name of Purchaser (Stocks) Cost ation Date Adjustment | Adjustment | Disposal Disposal Disposal Year Dividends
Bonds - U.S. Governments
3133MBKG1 | Federal Home Loan Bank .......... 03/21/2002| Natl Bank of Commerce ........ 05/24/2002|Call .......................... | 1,500,000.000{.... 1,515,000 ... 1,500,000 ]....... 1,505,387 |....... (9613) ... o (5,387) |....... (5,387) |........ 60,000]...... 39,333
3133MLJF3 .| FEDERAL HOME LOAN BANK ....|01/25/2002| Natl Bank of Commerce ....... 03/19/2002| CALLED @ 100.0000000 ...... ..... 5,000,000.000 | ... 5,000,000 | ... 5,000,000 ...... 5,000,000 [ ....oooovoiirs [eoviiiiiois oo i e | 10,625 ..o
3133MMUQ4| Federal Home Loan Bank .......... 03/20/2002| Natl Bank of Commerce ........ 05/16/2002| CALLED @ 100.0000000 ......|..... 5,000,000.000 |.... 5,000,000 |...5,000,000]....... 5,000,000 (.........ocooo o e 12,958 |..............
0399999 Subtotal - BONds - U.S. GOVEIMMENTS ...\t e .. 11,500,000.000 | ... 11,515,000 |. 11,500,000 ..... 11,505,387 | ....... (9,613) ..o | (5,387)....... (5,387)|........ 83,583 ...... 39,333
6099998 SUDIOTAl - BONGAS ... ...t ... 11,500,000.000 | ... 11,515,000 |. 11,500,000 ..... 11,505,387 |....... (9,613) | ......ooii | (5,387) |....... (5,387)|........ 83,583 1...... 39,333
7299990 TOtalS .. ... ...11,515,000|. 11,500,000 |..... 11,505,387 |....... (9,613) | ......ooii | (5,387) |....... (5,387)|........ 83,583 1...... 39,333
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SCHEDULE D - PART 6 - SECTION 1

Valuation of Shares of Subsidiary, C

ontrolled or Affiliated Companies
5 6 7

1 2 3 4 Stock of Such Company Owned by
NAIC Do Insurer’s Insurer on Statement Date
Valuation | Admitted Assets 8 9
NAIC Method Include Intan-
Company | (See SVO gible Assets
Code or Purposes | connected with
Alien Insurer and Holding of Such Total Amount
CUsIP Description Identification | Procedures Company’s Book/Adjusted Number of % of
Identification Name of Subsidiary, Controlled or Affiliated Company Number manual) Stock? Intangible Assets Carrying Value Shares Outstanding
1799999 Total - Preferred and Common StOCKS ................oooiviiiiiiiiiii e e L XXX ..o ] XXX ...
1. Amount of insurer’s capital and surplus from the prior period’s statutory statement reduced by any admitted EDP, goodwill and net deferred tax assets included therein: §.................
2. Total amount of intangible assets nonadmitted $.................

1 2 3 4 Stock in Lower-tier Company

Total Amount of Owned Indirectly by Insurer on

Intangible Assets Statement Date
Included in 5 6
Name of Company Listed Amount Shown
CusIP in Section 1 Which Controls in Column 6, Number % of
Identification Name of Lower-tier Company Lower-tier Company Section 1 of Shares Outstanding
0399999 Total - Preferred and CommoOn StOCKS ..o XXX ... XXX....

E14
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SCHEDULE DA - PART 1

Showing all SHORT-TERM INVESTMENT Owned December 31, of Current Year
1 2 3 4 Interest 7 8 9 10 11 12 Interest 15 16 17
5 6 Increase 13 14
Increase (Decrease) Amount Due and
(Decrease) by Foreign Accrued Dec. 31, of Gross Paid for Effective
CUSIP Date Name of Maturity Book/Adjusted by Exchange Current Year on Amount Accrued NAIC Rate of
Identification Desctription Acquired Vendor Rate Of  |How Paid Date Carrying Value Adjustment Adjustment Par Value Actual Cost Bond Not in Default Received Interest Designation Interest
6099999 Subtotal - BONAS ... e e XXX XXX
Exempt Money Market Mutual Funds
60934N203 .. | FEDERATED PRIME OBLIG MONEY MKT| 12/01/2002 | Union Planters ...................| ...... 1260|J ....... 01/01/2003 |.... 42,076,930 | .........oooevie oo [ ... 42,076,930 |.......... 95,971 1..... 2467123 ... T 1.260
996085254 ...| DREYFUS CASH MGMT VAR RATE DUE|
12 09/03/2002 | MELLON TRUST ................|...... 1280|J....... 01/01/2003 | ... [ 517|........ 312,871 |................. T 1.280
7799999 Subtotal - Exempt Money Market Mutual FUNOS ... .. 42,076,930 ... XXX ... 42,076,930 |.......... 96,488 |..... 2,779,994 |................. XXX XXX
8099999 Total Short-term INVESIMENTS ... .. 42,076,930 ... XXX ... 42,076,930 |.......... 96,488 |..... 2,779,994 |................. XXX XXX
(a) Includes §................ other than accrual of discount and amortization of premium.
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SCHEDULE DB - PART A - SECTION 1

Showing all Options, Caps, Floors and Insurance Futures Options Owned December 31 of Current Year
1 2 3 4 5 6 7 8 9 10 1 12 13 14
Number of Date of Used to Other
Contracts or Maturity, Cost/ Increase/ Adjust Basis Investment/

Notional Expiry, or Strike Price Date of Exchange or Option Statement (Decrease) of Hedged Miscellaneous

Description Amount Settlement Rate or Index | Acquisition Counterparty Premium Book Value * Value Fair Value by Adjustment ltem Income
9999999 TOAl ... ... e XXX | e

Showing all Options, Caps, Floors and Insurance Futures Options Acquired During Current Year
1 2 3 4 5 6 7
Number of Contracts or Date of Maturity, Expiry, Strike Price, Date of Exchange or Cost/Option
Description Notional Amount or Settlement Rate or Index Acquisition Counterparty Premium

9999999 Total
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L13

SCHEDULE DB - PART A - SECTION 3

Floors and Insurance Futu

ated During Current Year

Showing all Options, Caps,
4 5

res Options Termin
9

1 2 3 6 7 8 10 11 12 13 Gain/Loss on Termination 17
Numberof |  Date of Strike Indicate Exercise, 14 15 16 Other
Contracts |  Maturity, Price, Cost/ Expiration, Consideration Increase/ Used to Investment/
or Notional|  Expiry, or Rate or Date of Exchange or Option Maturity or Termination Book Received on | (Decrease) by Adjust Basis Miscellaneous
Description Amount | Settlement Index Acquisition Counterparty Premium Sale Date Value * Terminations | Adjustment | Recognized |of Hedged ltem | Deferred Income
9999999 TOA ...t | L XXX ... XXX XXX | e L L L
Showing all Options, Caps, Floors and Insurance Futures Options Written and In-Force December 31 of Current Year
1 2 3 4 5 6 7 8 9 10 11 12 13 14
Number of Date of Used to Other
Contracts or Maturity, Date of Cost/ Increase/ Adjust Basis Investment/
Notional Expiry, or Strike Price Issuance/ Exchange or Option Statement (Decrease) of Hedged Miscellaneous
Description Amount Settlement Rate or Index Purchase Counterparty Premium Book Value * Value Fair Value by Adjustment ltem Income
9999999 TOAI ... ..o e XXX | e e
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SCHEDULE DB - PART B - SECTION 2

Showing all Options, Caps, Floors and Insurance Futures Options Written During Current Year
2 3 4 5 6

1 7
Number of Contracts Date of Maturity,
or Expiry, Strike Price, Date of Issuance/ Exchange or Consideration
Description Notional Amount or Settlement Rate or Index Purchase Counterparty Received
9999999 GrANG TOMAI .. ... ...t |
Showing all Written Options, Caps, Floors and Insurance Futures Options Terminated During Current Year
1 2 3 4 5 6 7 8 9 10 11 12 13 Gain/Loss on Termination 17
Number of |  Date of Strike Indicate Exercise, 14 15 16 Other
Contracts | Maturity, Price, Date of Expiration, Maturity Consideration | Increase/ Used to Investment/
or Notional|  Expiry, or Rate or Issuance/ Exchange or Consideration or Closing Termination Book Received on | (Decrease) by Adjust Miscellaneous
Description Amount | Settlement Index Purchase Counterparty Received | Purchase Transaction Date Value * Terminations | Adjustment | Recognized Basis Deferred Income
9999999 GraNG TOMAI ... ...\ [ [ XXX ... XXX XXX oo | i L L [
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SCHEDULE DB - PART C - SECTION 1

Showing all Collar, Swap and Forwards Open December 31 of Current Year
2 3 4 5 6 7 8 9 10 11 12 13 14 15
Date of Date of Used to Other
Maturity, Strike Price Opening Cost or Increase/ Adjust Basis Investment/
Notional Expiry, or Rate or Index | Position or Exchange or (Consideration Statement (Decrease) of Hedged Miscellaneous Potential
Description Amount Settlement Rec (Pay) Agreement Counterparty Received) Book Value * Value Fair Value by Adjustment ltem Income Exposure
9999999 GraNd TOMAl .. ... ... e | [ XXX | L L L L
SCHEDULE DB - PART C - SECTION 2
Showing all Collar, Swap and Forwards Opened During Current Year
1 2 3 4 5 6 7
Date of Maturity, Strike Price, Date of Opening Cost or
Expiry, Rate or Index Position or Exchange or (Consideration
Description Notional Amount or Settlement Rec (Pay) Agreement Counterparty Received)

9999999 Grand TOtAl . ... ..o
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SCHEDULE DB - PART C - SECTION 3

Showing all Collar, Swap and Forwards Terminated During Current Year
1 2 3 4 5 6 7 8 9 10 11 12 13 Gain/Loss on Termination 17
Strike Indicate 14 15 16
Date of Price, Date of Exercise, Consideration Used to Other
Maturity, Rate or Opening Cost or Expiration, Received or Increase/ Adjust Investment/
Notional Expiry, or Index Position or Exchange or (Consideration| Maturity or | Termination Book (Paid) on | (Decrease) by Basis of Miscellaneous
Description Amount Settlement | Rec (Pay) | Agreement Counterparty Received) Sale Date Value * Terminations | Adjustment | Recognized | Hedged ltem Deferred Income
9999999 GraNG TOMAI . ... ... XXX XXX XXX oo | e s e [
SCHEDULE DB - PART D - SECTION 1
Showing all Futures Contracts and Insurance Futures Contracts Open December 31 of Current Year
1 2 3 4 5 6 7 8 9 Variation Margin Information 13
10 1 12
Used to
Date of Adjust Basis
Number of | Maturity Original Current Variation Opening Exchange of Cash of Hedged Potential
Description Contracts Date Value Value Margin Position Counterparty Deposit Recognize ltem Deferred Exposure
9999999 Grand Total ..............coooiiiiiiiiiii i [ L [ XXX oo | XXX oo [ [ e L [
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SCHEDULE DB - PART D - SECTION 2

Insurance Futures Contracts

Showing all Futures Contracts and
2

Opened During Current Year
5 6

1 3 4 7
Number of Date of Opening Exchange or Net Additions to
Description Contracts Maturity Date Original Value Position Counterparty Cash Deposits
9999999 Grand TO Al .. ...ttt nnnenee | s [ XXX o XXX oo |
Showing all Futures Contracts and Insurance Futures Contracts Terminated During Current Year
1 2 3 4 5 6 7 8 9 10 Variation Margin Information
11 12 13
Gain/(Loss)
Date of Net Reduction Used to Adjust
Number of Maturity Original Termination Variation Opening Exchange of to cash Termination |  Gain/(Loss) Basis of Gain/(Loss)
Description Contracts Date Value Value Value Position Counterparty Deposits Date Recognized Hedged Item Deferred
9999999 Grand Total ..o e [ [ XXX oo XXX oo [ XXX e
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SCHEDULE DB - PART E - SECTION 1

ents Open December 31 of Current Year

Showing Counterparty Exposure for Derivative Instrum
1 2 3 Statement Value Fair Value 10 11
4 5 6 7 8 9
Description Master Fair Value of Contracts Contracts Contracts Contracts Off-Balance
Counterparty or Exchange Agreement Acceptable | Statement Value |  Statement Exposure Net Fair Fair Exposure Net Potential Sheet
Traded (YorN) Collateral >0 Value <0 of Collateral Value > 0 Value <0 of Collateral Exposure Exposure

9999999 TOMAIS ... ..o
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SCHEDULE DM

For bonds and preferred stocks owned as of December 31, state the aggregate statement (admitted)

value, the aggregate fair value, and the aggregate difference, if any, between them.
1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value (a) Statement (+)

1.0 Bonds ... 62,070,980 1........... 62,189,486 (................... 118,506
2. Preferred Stocks ... e L
3. TOTALS ... 62,070,980 ........... 62,189,486 |.................... 118,506
(a) Amortized or book values shall not be substituted for fair values. Describe the sources or methods utilized in determining the fair values.: Market obtained

from custodian bank, Mellon Trust in Pittsburgh, PA which was actual trade data from December 31, 2002 where available. If actual trade data is not available,
matrix pricing is used. Prices of securities of similar quality, maturity, coupon and call structure that did trade on December 31, 2002 are averaged to calculate

a reasonable market price.

E23
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SCHEDULE E - PART 1 - CASH
1 2

3 4 5
Amount of Amount of
Interest Interest Accrued
Rate of Received | December 31 of
Depository Interest During Year Current Year Balance
open depositories
Union Planters Bank, NA ........................ 835 Georgia Ave., Chattanooga TN 37402 ... [............... | | o 162,013 ].
Union Planters Bank, NA ........................ 835 Georgia Ave., Chattanooga TN 37402 ... [............... | | L 64,492 |.
Union Planters Bank, NA ........................ 7130 Goodlett Farms Pkwy, Cordova, TN
38018 ... e e e e (53,374)
Union Planters Bank, NA ........................ 7130 Goodlett Farms Pkwy, Cordova TN
38018 ... e e e (87,325)
Union Planters Bank, NA ........................ 7130 Goodlett Farms Pkwy, Cordova, TN
38018 ... e e e ... (5,945,395) |.
Union Planters Bank, NA ........................ 7130 Goodlett Farms Pkwy, Cordova, TN
38018 ... | e ....(6,073,339) |.
0199998 Deposits in .........c...... depositories that do not exceed the allowable limit in any one depository
(See Instructions) - 0pen depOSItONIES ... XXX
0199999 Totals - Open DEPOSIHONES ................oooo XXX (11,932,928)
0299998 Deposits in ........cce.... depositories that do not exceed the allowable limit in any one depository
(See Instructions) - suspended depOSItONIES .....................cooooooii XXX
0299999 Totals - Suspended DEpOSItONES ............................. XXX
0399999 Total Cash On DEPOSIt ... ...t XXX i e (11,932,928)
0499999 Cash in Company’s Office ... XXX XXX |..... XXX o .
0599999 Total CaSN ... .. XXX [ .. (11,932,928) |...
TOTALS OF DEPOSITORY BALANCES ON THE LAST DAY OF EACH MONTH DURING THE CURRENT YEAR
1.danuary ... | (223,711) [4. April ... | (5,457,091) | 7. duly ..............|........ (6,668,240) | 10. October ........|........ (3,276,537)
2. February ........|........ (4,325,686)|5.May ............. |....... (20,621,443) |8. August ...........|....... (16,968,161) | 11. November ... |....... (23,474,979)
3.March............|...... (12,091,364)|6.June ..............|....... (25,960,701) | 9. September ......|....... (16,486,665) | 12. December .....|....... (11,932,928)

E24
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SCHEDULE E - PART 2 - SPECIAL DEPOSITS

1 2 3 5 6 7
Line Par or Statement Fair

Number Type Description of Deposit Where Deposited and Purpose of Deposit Book Value Value (a) Value
Tennessee
TN00001 B........ US Treasury Note CUSIP 912827-N8-1 ... Union Planter Trust - Memphis, TN-TNRSD by Ins Code, Section 56-32-212b ............|.......... 5,550,000 .......... 5,728,404 |.......... 5,836,158
TN99999 SUBIOTAIS = TN S S ... e e 5,550,000].......... 5,728,404 |.......... 5,836,158
XX99999 Subtotals - Special Deposits Not Held for the Benefit Of All Policyholders, Claimants and Creditors of the Company ... L 5,550,000 ].......... 5,728,404 |.......... 5,836,158
9999999 O LS . 5,5650,000].......... 5,728,404 |.......... 5,836,158
(@) Including §................ cash and short-term investments as defined in SSAP No.2 of the NAIC Accounting Practices and Procedures Manual.
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Vo1l

LONG-TERM CARE EXPERIENCE REPORTING FORM-A

> wp o~

INGIVIAUAL ...
Group Direct Response ...
OFNEI GROUD ...t

TOTAL (Sum of Lines 1 to 3)

NONE
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LONG-TERM CARE EXPERIENCE REPORTING FORM-B

b. If yes, indicate the calendar years that were included:

3 4 5 6 7 8

1 INAIVIAUAL ... | XXX o] XXX o] XXX o] XXX.....
2 Group QirECt TESPONSE ... . e L XXX | XXX | XXX | XXX......
30 Othergroup ..o e e XXX | XXX | XXX | XXX.....
4,  Total (SumofLines1t03) ... . Rl A O RE O XXX XXX ... XXX XXX.....
5. Actual total reported experience through statementyear ..........................ooo N O N E ................................. XXX XXX XXX XXX
6 Actual total reported experience through prioryear ...............cccccooeiiiiii. | @ W G BW R XXX .| XXX ... XXX ... XXX.....
7. Calendar year reported experience (LINES S MINUS B) ........ooooiiiiiiiiii i [ L L XXX ... ... XXX ... ... XXX ... ... XXX....
Note: a. Was experience prior to 1991 used in preparing this form? Yes[ ] No[X]
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00000200235000100 (NAIC code not 2

IC code not entered) 200:

Code: 350

Document Code:

Management’s Discussion and Analysis

VOLUNTEER STATE HEALTH PLAN

MANAGEMENT’ S DISCUSSION AND ANALY SIS
December 31, 2002

HISTORY

Volunteer State Health Plan (V SHP), awholly owned subsidiary of BlueCross BlueShield of Tennessee
(BCBST), began operations November 1, 1996. VSHP provides coverage for TennCare™ members only
and does not provide coverage for any other members. VSHP provides servicesto all Community Service
Areas (CSAS) in the State of Tennessee and assumed total medical risk through June 30, 2000. For the
period July 1, 2000 through June 30, 2001, VV SHP operated under an Exigency amendment which removed
all medical risk. Effective July 1, 2001, VSHP entered into two new arrangements with the State of
Tennessee. Thefirst arrangement was known as BlueCare East. Under this arrangement, VSHP provided
coverage for members in the Grand East Region and was at risk for the first $33M in underwriting losses.
For this contract period, the losses exceeded thisloss limit and the State was responsible for excess |osses.
Effective July 1, 2002, the State of Tennessee converted all managed care organizations (MCO’s), to
administrative services only (ASO) arrangements. This conversion is called the Stabilization Plan. The
second arrangement is statewide and is known as TennCare™' Select. VSHP operates under an ASO
agreement for thisline of the business. Members include SSI and DCS children, overflow population that
other MCO’ s cannot currently handle, out-of-state members, and non-responsive members.

A. FINANCIAL POSITION

() ASSETS
Total cash was made possible by monthly funds received from the State of Tennessee.
Premiums receivable was eliminated due to ASO premiums not having a monthly withhold.

Health care receivables decreased primarily due to the change in non-admitted pharmacy rebate receivables.
(All insured pharmacy rebate receivables are greater than 90 days old.)

The amounts receivabl e relating to uninsured accident and health plans increased due to ASO pharmacy
rebate receivables.

(1) LIABILITIES

The estimate for unpaid claims has decreased substantially due to the termination of our insured
arrangement effective June 30, 2002. TennCare Select and the Stabilization Plan are uninsured plans and
thus no liability for unpaid claims is reported on the balance sheet for dates of service after June 30, 2002.

Thereis no longer aliability for a provider incentive settlement. Bonuses are only paid when thereisa
year-to-date underwriting gain. In 2002, there was no settlement accrual due to reported underwriting
losses.

Provision under exigency is the payable to the State for two-thirds of the reported financial gain for dates of
service 7/1/2000 — 6/30/2001. This provision was paid to the State in December 2002.

The liability for amounts held under uninsured accident and health plans includes ASO premium taxes

payable and the payable for the TennCare Select and Stabilization Plan accrued pharmacy rebate due the
State.

MD&A
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Management’s Discussion and Analysis

(1r)y CAPITAL AND SURPLUS ACCOUNTS

Capital and surplus accounts are composed of common stock issuance (100% owned by BCBST), reserve
requirements set by the State, and a net gain from operations, offset by non-admitted assets. In November
2002, VSHP returned to the Parent its remaining contributed capital .

B. RESULTSOF OPERATIONS

M V SHP reported a net loss in the current year of $12,466,504. Most of thisloss can be attributed to
the capped $33M BlueCare East program.

(1 BlueCare East received a capitated payment from the State. VSHP retained $13.84 pmpm as an
administrative fee with the remainder of the payment funding medical services and premium taxes.

Losses greater than $33M were the responsibility of the State.

TennCare Select and the Stabilization Plan receive an administrative fee from the State. The Stateis
invoiced for claims on a paid basis.

C. CASH FLOW AND LIQUIDITY

(1) VSHP will use funds received from the State to cover expenses.
(I1) No problems are anticipated with the ongoing collection of revenues from the State.
(111) As of December 31, 2002, VSHP has not entered into any material commitments for capital

expenditures.

LOOKING FORWARD

V SHP's contract with the State under both the Stabilization Plan and TennCare Select are effective through
December 31, 2003.

Please be advised that these comments represent information furnished by management in good faith. Asa
result, management disclaims any responsibility for the accuracy of any forward-looking information
supplied within this document.

MD&A.1
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00000200246000100 (NAIC

code not entered)

SUPPLEMENTAL COMPENSATION EXHIBIT

2002 D Code: 460

ocument Code:

(To be filed by March 1)
PART 1 - INTERROGATORIES
1. The reporting insurer is a member of a group of insurers or other holding company system: Yes[X] No[ ]
If yes, do the below amounts represent 1) total gross compensation paid to each individual by or on behalf of all companies which are part of the
group: Yes[ ] No[X]
or 2) allocation to each insurer: Yes[X] No[ ]

2. Did any person while an officer, director, or trustee of the reporting entity receive directly or indirectly, during the period covered by this statement
any commission on the business transactions of the reporting entity? Yes[ ] No[X]

3. Except for retirement plans generally applicable to its staff employees, has the reporting entity any agreement with any person, other than
contracts with its agents for the payment of commissions whereby it agrees that for any service rendered or to be rendered, that he/she shall
receive directly or indirectly, any salary, compensation or emolument that will extend beyond a period of 12 months from the date of the
agreement? Yes[ ] No[X]

PART 2 - OFFICERS AND EMPLOYEES COMPENSATION
1 2 Annual Compensation

3 4 5 6

Name and All Other

Principal Position Year Salary Bonus Compensation Totals

L 22002 . | [ [
2001 | [ [
..................................................................................................... 22000 i e [ |
2 2002 | e [
..................................................................................................... 2001 | e [
..................................................................................................... 22000 [ e e
B 2002 | e [
..................................................................................................... 2001 | e [
..................................................................................................... 22000 [ e e
A 22002 | [ [
2001 | [ [
..................................................................................................... 22000 i e [
D 22002 | [ [
2001 | [ [
..................................................................................................... 22000 i e [ |
B 2002 | e [
..................................................................................................... 2001 | e [
..................................................................................................... 22000 [ e e
T 2002 | e [
..................................................................................................... 2001 | e [
..................................................................................................... 22000 i e [
B 22002 . | [ [
2001 | [ [
..................................................................................................... 22000 | e [
D 22002 . | [ [
..................................................................................................... 2001 | [ [
..................................................................................................... 22000 [ e e
10, 2002 | e [
..................................................................................................... 2001 | e [
..................................................................................................... 22000 [ e e

PART 3 - DIRECTOR COMPENSATION
1

Compensation All Other
Paid or Deferred | Compensation
Name of Principal for Services Paid or
Position or Occupation as Director Deferred Totals
9999999 . L L

SC
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00000200228500100 (NAIC 2002 D Code: 285

code not entered) ocument Code:

SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES

Due April 1
For the year ended December 31, 2002
Of The Volunteer State Health Plan, Inc.
Address (City, State, Zip Code) Chattanooga, TN, 37402
NAIC Group Code 0000 NAIC Company Code 00000 Employer’s ID Number 62-1656610

The Investment Risk Interrogatories are to be filed by April 1. They are also to be included with the Audited Statutory
Financial Statements.

Answer the following interrogatories by stating the applicable U. S. dollar amounts and percentages of the reporting entity’s
total admitted assets held in that category of investments as shown on the Summary Investment Schedule. All reporting
entities must answer interrogatories 1, 2, 3, 4, 11 and, if applicable 20 through 24. Answer each of interrogatories 5 through
19 (except 11) only if the reporting entity’s aggregate holding in the gross investment category addressed in that
interrogatory equals or exceeds 2.5% of the reporting entity’s total admitted assets. For Life, Health and Fraternal blanks,
responses are to exclude Separate Accounts. For Property Casualty blank, responses are to exclude Protected Cell

Accounts.
1. State the reporting entity’s total admitted assets as reported on Page 2 of this annual statement. ... 54,419,629
1 2 3
Percentage
of Total
Investment Category Amount Admitted Assets
2. State by investment category the 10 largest exposures to a single issuer/borrower/investment,
excluding U.S. government, U.S. government agency securities and those U.S. Government
money market funds listed in the Appendix to the SVO Purposes and Procedures Manual as
exempt, property occupied by the company and policy loans.
2.01  Federated Prime Obligations (Class One Money Mkt Funds) ..................ccoooeeins [ 42,076,930 .............. 77.319
202 L e [
208 L e [
204 e e [
20D L e [
208 e [ [
207 e [ [
208 L [ [
200 L [ [
200 e [ [
1 2
NAIC Rating Amount Percent
3. State the amounts and percentages of the reporting entity’s total admitted assets held in bonds
and preferred stocks by NAIC rating.
Bonds
301 NAIC-T o 19,994,049 |.............. 36.741
302 NAIC-2 ..o L [
303 NAIC-3 .o L [
304 NAIC-4 .o L [
305 NAIC-D oo L [
306 NAIC-B ... L [
Preferred Stocks
307  PIRP-1 . L [
308  P/RP-2 ... L [
309  PIRP-3 .. L [
A0 P/RP-4 .o L [
BT PIRP-5 o L [
312 PIRP-B .. L L
1 2
Description Amount Percent
4. State the amounts and percentages of the reporting entity’s total admitted assets held in
foreign investments (regardless of whether there is any foreign currency exposure) and
unhedged foreign currency exposure (defined as the statement value of investments
denominated in foreign currencies which are not hedged by financial instruments qualifying for
hedge accounting as specified in SSAP No. 31 - Derivative Instruments), including:
4.01  Foreign-currency-denominated investments of ...
4,02  Supporting insurance liabilities denominated in that same foreign currency of ............ [ o
403  Excluding Canadian investments and currency exposure of ...................ooooooooooo |
4,04  Assets held in foreign investments less than 2.5% of the reporting entity’s total
admitted assets, therefore detail not required for interrogatories 5-10 .................... ... Yes[X]No[] ...

SIR-1
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SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES (Continued)

1 2
Description Amount Percent
5. Aggregate foreign investment exposure categorized by NAIC sovereign rating:
5.01  Countriesrated NAIC-1 ...
5.02  Countriesrated NAIC-2 ...
5.03  Countries rated NAIC-3 0orbelow .............cccccciiiiiiiiiiiii i L
1 2
Description Amount Percent
6. Two largest foreign investment exposures to a single country, categorized by the country’s
NAIC sovereign rating:
Countries rated NAIC-1:
B80T L
802 e L
Countries rated NAIC-2:
B.08 o L
B.04 e L
Countries rated NAIC-3 or below:
B.05 e e
B.06
1 2
Description Amount Percent
7. Aggregate unhedged foreign CUrenCy eXpOSUIe ... |
1 2
Description Amount Percent
8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign rating:
8.01 Countriesrated NAIC-1......................l L
8.02 CountriesratedNAIC2....................... R0 €Y RBR KL ||
8.03  Countries rated NAIC-3orbelow........ . AN & F IV KL _ | |
1 2
Description Amount Percent
9. Two largest unhedged foreign currency exposures to a single country, categorized by the
country’s NAIC sovereign rating:
Countries rated NAIC-1:
00T e
002 e L
Countries rated NAIC-2:
008 o e
004 e L
Countries rated NAIC-3 or below:
005 e L
0.06 o [
1 2
Description - Include NAIC rating Amount Percent

10. List the 10 largest non-sovereign (i.e. non-governmental) foreign issues:

10,01

SIR-2
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SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES (Continued)

1 2
Description Amount Percent
11. State the amounts and percentages of the reporting entity’s total admitted assets held in
Canadian investments and unhedged Canadian currency exposure, including:
11.01  Canadian-currency-denominated investments of ... |
11.02  Supporting Canadian-denominated insurance liabilities of .................................|...
11.03  Assets held in Canadian investments less than 2.5% of the reporting entity’s total
admitted assets, therefore detail not required for interrogatory 12. .......................... ... Yes[X]No[] ...
1 2
Description Amount Percent
12. Aggregate Canadian investment exposure.
12.01  Canadian iNVestments .............ccccooiiiiiiiiie e | [
12.02 Unhedged Canadian currency exposure ... |
13. State the aggregate amounts and percentages of the reporting entity’s total admitted assets held in investments with
contractual sales restrictions (defined as investments having restrictions that prevent investments from being sold
within 90 days).
Assets held in investments with contractual sales restrictions less than 2.5 % of the reporting entity’s total admitted
assets, therefore detail not required for interrogatory 13. Yes[X] No[ ]
1 2
Description Amount Percent
13.01  Aggregate statement value of investments with contractual sales restrictions .............|......... |
Largest 3 investments with contractual sales restrictions:
1802
1803
1804

14. State the amounts and percentages of admitted assets held in the largest 10 equity interests (including investments in
the shares of mutual funds, preferred stocks, publicly traded equity securities, and other equity securities, and
excluding money market and bond mutual funds listed in the Appendix to the SVO Practices and Procedures Manual

as exempt or Class 1).

Assets held in equity interests less than 2.5% of the reporting entity’s total admitted assets, therefore detail not required

for interrogatory 14. Yes[X] No[ ]
1 2 3
Investment Category Amount Percent

Assets held in equity interests:
14.01

15. State the amounts and percentages of the reporting entity’s total admitted assets held in nonaffiliated, privately placed
equities (included in other equity securities) and excluding securities eligible for sale under Securities Exchange

Commission (SEC) Rule 144a or SEC Rule 144 without volume restrictions.

Assets held in nonaffiliated, privately placed equities less than 2.5% of the reporting entity’s total admitted assets,

therefore detail not required for interrogatory 15.

SIR-3
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sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES (Continued)

1 2 3
Description Amount Percent
15.01 Aggregate statement value of investments held in nonaffiliated, privately placed
BAUITIES ...
Largest 3 investments held in nonaffiliated, privately placed equities:
1502
1508 e
15.04
16. State the amounts and percentages of the reporting entity’s total admitted assets held in general partnership interests
(included in other equity securities).
Assets held in general partnership interests less than 2.5 % of the reporting entity’s total admitted assets, therefore
detail not required for interrogatory 16. Yes[X] No[ ]
1 2 3
Description Amount Percent
16.01 Aggregate statement value of investments held in general partnership interests ..........|............. |
Largest 3 investments with contractual sales restrictions:
16,02 o
16,08 L
16.04
17. With respect to mortgage loans reported in Schedule B, state the amounts and percentages of the reporting entity’s
total admitted assets held.
Mortgage loans reported in Schedule B less than 2.5% of the reporting entity’s total admitted assets, therefore detail
not required for interrogatories 17 and 18. Yes[X] No[ ]
Each of the 10 largest aggregate mortgage interests. The aggregate mortgage interest represents the combined value
of all mortgages secured by the same property or same group of properties:
1 2 3
Type (Residential, Commercial, Agricultural) Amount Percent
17 0T L
1702 e L
1708 L L
1704
1705 e L
1708 o L
1707 L
1708 o L
1700 e L
1700 o L
Residential Commercial Agricultural
Loan-to-Value 1 2 3 4 5 6
Amount Percent Amount Percent Amount Percent

18.

Aggregate mortgage loans having
the following loan-to-value ratios as
determined from the most current
appraisal as of the annual statement
date:

18.01
18.02
18.03
18.04
18.05

Above 95% .....................
91%1t095% ...
81%1t090% .....................
71%1t080% ...
Below70% ......................

SIR-4




sTATEMENT As oF December 31, 2002 or e Volunteer State Health Plan, Inc.

SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES (Continued)

Description

2
Percent

18.06
18.07
18.08
18.09
18.10

Construction loans
Mortgage loans over 90 days past due
Mortgage loans in the process of foreclosure
Mortgage loans foreclosed
Restructured mortgage loans

19. State the amounts and percentages of the reporting entity’s total admitted assets held in each of the five largest
investments in one parcel or group of contiguous parcels of real estate reported in Schedule A, excluding property
occupied by the company.

Assets held in each of the five largest investments in one parcel or group of contiguous parcels of real estate reported
in Schedule A less than 2.5% of the reporting entity’s total admitted assets, therefore detail not required for
interrogatory 19.

Yes[X] No[ ]

1
Description

2
Amount

3
Percent

Description

At Year-End

Amount at End of Each Quarter

Amount
1

Percent
2

1st Qtr
3

2nd Qtr
4

3rd Qtr
5

20.

State the amounts and percentages of t

he reporting

entity’s total admitted assets subject to the following

types of agreements:
20.01

collateral for such transactions)
20.02 Repurchase agreements
20.03
20.04

20.05

Dollar repurchase agreements

Reverse repurchase agreements

Dollar reverse repurchase agreements

Securities lending (do not include assets held as

Descriptio

n

Owi

ned

Written

2
Percent

4
Percent

21.

State the amounts and percentages indicated below for warrants not attached

to other financial instruments, options, caps, and floors:

21.01
21.02

Hedging
Income generation

21,03  ONer .

Description

At Year-End

Amount at End of Each Quarter

Amount
1

Percent
2

1st Qtr
3

2nd Qtr
4

3rd Qtr
5

22.

State the amounts and percentages indicated below of
potential exposure (defined as the amount determined in
accordance with the NAIC Annual Statement
Instructions) for collars, swaps, and forwards:

22.01 Hedging
22.02 Income generation
22.03 Replications

22.04 Other ...

SIR-5
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SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES (Continued)

At Year-End

Amount at End of Each Quarter

Amount
Description 1

Percent
2

1st Qtr
3

2nd Qtr
4

3rd Qtr
5

23. State the amounts and percentages indicated below of
potential exposure (defined as the amount determined in

accordance with the NAIC Annual Statement
Instructions) for futures contracts:

Hedging
Income generation ...
23.03 Replications
23.04 Other

23.01
23.02

Investments

24.

State the amounts and percentages of 10 largest irr| N O N E for

Invested Assets category included on the Summa

24.01

SIR-6
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00000200247000100 (NAIC code not 2

code not entered) 200:

Code: 470

Document Code:

SVO Compliance Certification

"The undersigned is an officer of the insurer responsible for reporting investments to the SVO and/or with performing all filings with appropriate state
regulatory officials and the NAIC and is therefore required to be familiar with the requirements of such filings. The undersigned officer certifies that,
to the best of hisor her knowledge, information, and belief, all prices or NAIC designations for the securities reported in this statement have been
obtained directly from the SV O except as specifically identified below. The officer further certifies that, to the best of his or her knowledge,
information, and belief, since the last filing of a quarterly or annual statement:
1. All securities previously valued by the insurer and identified by a Z suffix have now been submitted to the SVO for avaluation
or disposed of by sale or otherwise with the result that all prices and NAIC Designations reported in this statement have been
provided by the SVO, except for new purchases identified in Schedule D and DA with a Z suffix or items submitted but not
yet processed by the SVO.
2. Any newly purchased securities now identified with a Z suffix shall be submitted to the SVO within 120 days of purchase.

3. All necessary information on securities which have been previously designated NR (not rated due to lack of current information)
by the SVO have either been submitted to the SV O by the insurer for a valuation or disposed of by the insurer.

4. All material issuer events (as defined below) have been reported to the SVO."
A material issuer event is a generic or transaction specific credit event of which the insurer is currently aware, which by its
nature would signify to a reasonably prudent insurer that a material change in the credit quality or price of the investment or
security has occurred.
Asan illustration, and not by way of limitation, the following shall be deemed to constitute material issuer events:
a. Recapitalizations or capital restructuring whether within or without Chapter 11 of the US Bankruptcy Code;
b. Nonpayment, deferral, or payment in kind through waiver of any principal or contractual interest payment;

¢. Any change in the maturity of a security;

d. Changesin the lender’s collateral position, including releases of collateral, or the taking of a collateral position whether by
operation of negative pledge covenant or otherwise;

e. Eventsof alike character or of alike effect, which would be considered material to an investment professional.

f. Exceptions

David Lee Deal, CPA
Name of Investment Officer

Signature of Investment Officer
Treasurer

Title of Signatory

Date

SVO
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00000200244000100 (NAIC code not entered) 2002 D Code: 440

IC code not entere ocument Code:

Statement of Actuarial Opinion

|, Betty Anne Neal, Vice President of Actuarial Services, am an employee of BlueCross
BlueShield of Tennessee, Inc. ("BCBST") and a member of the American Academy of
Actuaries. | meet the American Academy of Actuaries qualification standards for issuing
an opinion on the unpaid claims liability of health insurers. | have examined the
assumptions and methods used in determining loss reserves, actuaria liabilities, and
related items as shown in the annual statement of Volunteer State Health Plan, Inc.
(“VHSP” or “the Company”) as prepared for filing with the Tennessee Department of
Insurance for the year ending December 31, 2002.

Statement Reference

Item Page-Line Amount
Claims Unpaid 3-1 $ 1,556,385
Accrued medical incentive & bonus payments 32 $ 0
Unpaid claims adjustment expenses 3-3 $ 0
Aggregate policy reserves 3-4 $ 0
Aggregate claim reserves 3-5 $ 0
Experience rated refunds $ 0
Any actuarial liabilitiesin Page 3, Line 17 $ 0

My examination included such review of the assumptions and methods used and of the
underlying basic records and/or summaries and such tests and calculations, as |
considered necessary. In making my examination, | have relied on listings and summaries
of claims and other relevant data, and upon representations regarding the consistency of
paid claims data and un-paid claims reported in the Underwriting and Investment Exhibit
— Part 2B of the Annua Statement as prepared by Linda Snell, Manager of HMO
Accounting. | have also relied on the accuracy and consistency of the electronic systems
and databases used as the basis of my analysis as provided by John T. Morgan, Manager
IM Finance.

My review did not include asset adequacy analysis, as such analysisis not in the scope of
my assignment. | have not reviewed any of the Company’s assets and | have not formed
an opinion as to the validity or value. The following opinion rests on the assumption that
the Company’s December 31, 2002 statutory-basis unpaid claims liability is funded by
valid assets that have suitably scheduled maturities and/or adequate liquidity to meet cash
flow requirements.

In my opinion, the amounts carried on the balance sheet on account of the items

identified above for December 31, 2002:

@ Are in accordance with accepted actuarial standards consistently applied and are
fairly stated in accordance with sound actuarial standards,

(b) Are based on actuaria assumptions relevant to contract provisions and
appropriate to the purpose for which the statement was prepared,

(c) Meet the requirements of the insurance laws and regulations of the state of
Tennessee,

(d) Make a good and sufficient provision for al unpaid claims liabilities and other
actuaria liabilities of the corporation under the terms of its contracts and
agreements,

(e Are computed on the basis of assumptions consistent with those used in
computing the corresponding items in the annual statement of the preceding year-
end,

()] Include appropriate provision for al actuarial reserves and related actuarial items
that ought to be established.

The Underwriting and Investment Exhibit — Part 2B was prepared consistent with
"Standard of Practice No. 3.6, “Follow-Up Studies®, contained in the Actuarial standards
of Practice No. 5, "Incurred Health and Disability Claims' as adopted by the Actuarial
Standards Board of the American Academy of Actuariesin December 2000.

ACT
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Statement of Actuarial Opinion

Actuarial methods, considerations, and analyses used in forming this opinion conform to
the relevant Standards of Practice as promulgated from time to time by the Actuaria
Standards Board, which standards form the basis of this statement of opinion.

Considerable uncertainty and variability are inherent in estimating the unpaid claim
liability. Accordingly, the subsequent development of the liability may not conform to the
assumptions inherent in its determination and therefore may cause fluctuations in the
ultimate amount of claimsthat are paid.

My review related only to the statutory-basis items identified herein, and | do not express
an opinion on the Company’s financia statements taken as a whole. This opinion has
been prepared solely for the Board and the management of the Company, for filing with
insurance regulatory agencies of states in which the Company is licensed, and for the
Blue Cross and Blue Shield Association and is not intended for any other purpose.

Betty Anne Nedl, VP., F.SA., M.AAAA.
BlueCross BlueShield of Tennessee, Inc.

ACTA
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ANNUAL DISKETTE TRANSMITTAL FORM AND CERTIFICATION

(HEALTH)
Name of Insurer Volunteer State Health Plan, Inc.
Date FEIN 62-1656610
NAIC Group # 0000 NAIC Company # 00000

THIS FORM IS REQUIRED FOR ALL DISKETTE TRANSMITTALS, PLEASE PROVIDE ANY ADDITIONAL COMMENTS THAT MAY
HELP TO IDENTIFY DISKETTE CONTENT

March April June
1. Is this the first time you've submitted this filing? (Y/N) ............ccoooooi [ NA .| NA .| NA ...
2. Is this being re-filed at the request of the NAIC or a state insurance department? (Y/N) .|....... NA .| NA .| NA ...
3. Is this being re-filed due to changes to the data originally filed? (Y/N) ...................... [ NA ... ] NA .| NA ...
(IF "YES" ENCLOSE HARD COPY PAGES FOR EACH CHANGE.)
4. Other? (Y/N) ..o NA . ... | NA ... | NA ...
(If "yes" attach an explanation.)

B. Additional comments if necessary for clarification:

C. Diskette Contact Person:
Phone:
Address:

D. Software Vendor:
Version:

E. Have material validation failures been addressed in the explanation file? Yes[ ] No[X]

F. The undersigned hereby certifies that, according to the best of his/her knowledge and belief, that the diskettes submitted with this form were prepared in
compliance with the NAIC specifications, that the diskettes have been tested against the validations included with these specifications, and that annual statement
information required to be contained on diskette is identical to the information in the 2001 Annual Statement blank filed with the insurer’s domiciliary state insurance
department. In addition, the diskettes have been scanned through a virus detection software package, and no viruses are present on the diskettes. The virus
detection software used was (name):

(version number):

(Signed)

Type Name and Title:
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NAIC Company Code ooooo Ccode not enterex ocument Code:
NAIC Group Code 0000
Reporting Entity Name Volunteer State Health Plan, Inc.
Domiciled in Tennessee (State)
Mailing Address: 801 Pine Street, Chattanooga, TN 37402
Annual Statement Contact: Linda Farah Snell, 2002 (423)763-3130 Linda_Snell@bcbst.com
(Name) Telephone No. E-mail Address
In the Matter of the Annual Statement
(Annual/Quarterly) AFFIDAVIT OF FILING
Filing Required for the Period Ending on the AND FINANCIAL
31st  day of December _, 2002 STATEMENT ATTESTATION
Mailing Date:

The officers of the above identified reporting entity, being duly sworn, each depose and say that on the mailing date above, a true and correct statement
for the reporting period stated above and that the corresponding true and correct electronic file reflecting the statement for the above named reporting
entity, has been sent to the National Association of Insurance Commissioners, according to their instructions. The statement and the corresponding
electronic file are an exact and complete duplicate of the statement filed with the reporting entity’s domestic state, except as to schedules, exhibits and
information required to be submitted only to the reporting entity’s domestic state.

Additionally, the officers of the above identified reporting entity, being duly sworn, each depose and say that they are the described officers of the said
reporting entity, and that for the reporting period stated above, all of the described assets in the above referenced statement were the absolute property of
the said reporting entity, free and clear from any liens or claims thereon, except as therein stated, and that the statement, together with related exhibits,
schedules and explanations therein contained, annexed or referred to is a full and true statement of all the assets and liabilities and of the condition and
affairs of the said reporting entity as of the reporting period stated above, and of its income and deductions therefrom for the period ended on that date,
and have been completed in accordance with the NAIC Annual Statement Instructions and Accounting Practices and Procedures manual, except to the
extent that (1) state law may differ; or (2) that state rules or regulations require differences in reporting not related to accounting practices and procedures,
according to the best of their information, knowledge and belief, respectively.

(Signature) (Signature) (Signature)
(Printed Name) (Printed Name) (Printed Name)
President Secretary Treasurer

(Signature)

(Printed Name)
Witness

Subscribed and sworn to before me this

day of , 2003

(Notary Signature)
My Commission Expires:
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